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MONDAY, NOVEMBER 25, 1957 


Hovussr OF REPRESENTATIVES, 
SUBCOMMITTEE OF THE COMMITTEE ON 
Post Orricr AND Civit SERVICE, 


Balboa, C. Z. 


The subcommittee met at 2 p. m., in the Balboa Theater, Balboa, 
C. Z., Hon. John Young (chairman of the subcommittee) presiding. 

Present: Representatives Young, Hemphill, Scott, and Dennison. 

Also present: Henry C. Cassell, subcommittee counsel. 

Mr. Youna. The subcommittee will please come to order. 

This subcommittee, composed of Mr. Hemphill, Mr. Scott, Mr. 
Cunningham, Mr. Dennison, and myself as chairman, was appointed 
to consider the provisions of bill H. R. 6708 and eight other bills relat- 
ing to personnel matters in the Canal Zone. Mr. Cunningham was 
scheduled to be here today; however, illness in his family prevented 
him from making the trip at this time. 

The subcommittee held preliminary hearings on these bills in June 
and July of this year in Washington, D.C. During these preliminary 
hearings certain issues developed on which it was deemed advisable 
that additional firsthand information be secured from employees and 
officials in the Canal Zone before decisions were made. ‘The commit- 
tee and the executive departments involved therefore requested that 
the subcommittee proceed to Panama to hold the necessary hearings 
with respect to this legislation. 

In this connection, I wish to place in the record at this point the 
letter from the chairman of the Committee on Post Office and Civil 
Service, United States House of Representatives, authorizing and 
directing these hearings. 

(The letter referred to is as follows:) 

House oF REPRESENTATIVES, 
CoMMITTEE ON Post OFFICE AND Civit SERVICE, 


Washington, D. C., August 28, 1957. 
Hon. JoHn Youna, 

Chairman, Subcommittee on Matters Relating to Personnel Activities in the 
Panama Canal Zone, Committee on Post Office and Civil Service, House of 
Representatives, Washington, D. C. 

DEAR COLLEAGUE: The subcommittee on H. R. 6708 and eight other bills 
relating to Government personnel matters in Panama, of which you are chairman, 
is authorized to visit Panama during the congressional recess to obtain first-hand 
information with respect to certain vital issues that have developed in the pre- 
liminary hearings held by your subcommittee on this legislation. This study is 
authorized pursuant to House Resolution 139, 85th Congress, which authorizes 
and directs the House Post Office and Civil Service Committee to investigate 
matters in its jurisdiction. 

You and the members of your subcommittee are to be highly commended for 
your diligent and effective action on these important measures. I know that you 
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have given much of your time on Saturdays and other days to consider this legisla- 
tion and hold hearings during a period when the press of other congressional busi- 
ness and personal responsibilities demanded a great deal of your time and atten- 
tion. 

The Departments of State and Defense have recommended that members of the 
committee visit. Panama to obtain needed first-hand information on the many and 
compiex problems involved in this legislation. 'The Governor of the Canal Zone 
and the Ambassador of the Republic of Panama, as well as organizations of 
Government employees who are directly concerned, have urged that the study be 
made. 

The legislation before your subcommittee is primarily the result of a treaty 
between the Government of the United States and the Republic of Panama. Our 
committee, of course, will want to do everything possible to continue and further 
the friendly relations between our own Government and our sister Republic of 
Panama, and to carry out the commitments made by our Government under this 
treaty. This legislation is of very broad scope and will have a major effect on 
citizens of the Republic of Panama who work for our Government, as well as United 
States citizen employees working in the Canal Zone. 

I deeply appreciate your close attention to this important matter, and believe 
that if you and the other members are able to arrange your schedules during the 
recess in order to conduct this study in Panama, it will be a major contribution 
toward implementing the commitments under the treaty. Needless to say, also, 
our committee well may face similar consideration in the future with respect to 
nationals of other free nations who are employed in the widespread overseas 
activities of our Government. The results of this study, therefore, will be of ma- 
terial value in the event of such future consideration. 

Enactment of this legislation will affect the employment status, compensation, 
retirement, and other benefits of approximately 20,000 employees of the United 
States engaged in Government work in Panama. The impact on the civil service 
retirement fund is particularly emphasized. The retirement fund already is 
actuarially unsound, as pointed out in the unanimous report of our committee 
which was printed as House Report No. 1844, 84th Congress, and in House Report 
No. 1211, 85th Congress, accompanying H. R. 607. Total obligations of the fund 
are $25 billion, against assets of only $7,200,000,000. Without in any way detract- 
ing from the desirability of proper implementation of our treaty obligations, the 
effect of the pending legislation on the civil service retirement fund, among other 
matters, certainly requires careful consideration. 

Any additional arrangements which you desire may be made through the com- 
mittee staff, and I have instructed Mr. Frederick C. Belen, chief counsel, to keep 
in touch with you in connection with this very important study. 

With best wishes for a pleasant and successful trip, I remain, 

Sincerely yours, r 
Tom Murray, Chairman. 

Mr. Youna. So that the subcommittee will have competent pro- 
fessional consultation and advice in the areas of personnel administra- 
tion involved, we have with us: Mr. Henry C. Cassell, clerk of the 
full committee, who is acting as counsel for this subcommittee; Mr. 
William E. Price of the Panama desk of the Department of State; 
Mr. Edward A. Sompayrac of the Department of Defense; Mr. 
Ellsworth Wolfsperger, Office of Personnel, Department of the Army; 
and Mr. Andrew E. Ruddock, Chief, Retirement Division of the Civil 
Service Commission. 

I want to state on behalf of the committee that we are extremely 
honored and impressed by the reception that we have received here 
in the Canal Zone. I want to say in the presence of the other mem- 
bers, that it is extremely difficult for a Member of Congress to absent 
himself from his district during the off season when Congress is out of 
session. The burdens and demands upon a Member’s time by his 
direct constituents are sometimes extremely heavy. I want to per- 
sonally thank—and I know that I thank these Members on behalf of 
the people—the interested people in the Canal Zone on their being 
present here today. The exigencies of the times have required us to 
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cut our visit shorter than we would like to have cut it. We do not 
plan to in any way jeopardize or penalize the purpose of this mission. 
We are going to work longer hours but we want to make ourselves 
available to all or to as many as possible, to come here and be heard on 
these problems that are of such importance to this area and to our 
Nation as a whole. 

I am going to ask each of the Members to rise as I introduce them. 
To my extreme left is United States Representative Ralph Scott, of 
the State of North Carolina; next is Mr. Robert Hemphill, United 
States Congressman of the State of South Carolina; on my right is 
Mr. David Dennison, United States Congressman from the State of 
Ohio; and my name is Young, and I am a Representative from the 
State of Texas. Also present is Mr. Cassell, who is our counsel. We 
have some technical advisers present who are here to aid us and give 
us the benefit of their thorough acquaintance with the various areas 
covered by this legislation. 

Governor Potter, would you step forward, sir? 

I want to explain for the purpose of those younger folks who are 
with us, and we are extremely happy to welcome you here to sit in 
on these hearings, that, as you will notice, we do not swear these 
witnesses appearing be fore this committee of the Congress. With 
that then, Governor Potter, will you proceed with your testimony? 


STATEMENT OF HON. WILLIAM E. POTTER, GOVERNOR-PRESIDENT, 
CANAL ZONE GOVERNMENT-PANAMA CANAL COMPANY, BAL- 
BOA HEIGHTS, CANAL ZONE 


Governor Porrrer. Mr. Chairman, I am very happy that this com- 
mittee is here today and tomorrow. We wish you would stay longer. 
I am especially happy because it gives this audience, and especially 
these young people in our high se thools and junior college an oppor- 
tunity to see our Congress in action. Due to our distance and the 
fact that we are not up in the United States normally when you are 
in session, this is probably the only opportunity they might have for 
several years to see how our elected Representatives do their job and 

see that the legislation of this country is sound and well passed. 

Mr. Youna. Thank you, Governor. 

Governor Potter. I welcome you to the Isthmus and wish to state 
at this time that the entire facilities of the Panama Canal Company- 
Canal Zone Government are at your disposal. Please feel free at all 
times to call upon us for any assistance that you may need. 

I would like to introduce at this time the assistants that I have 
with me to answer any technical questions that might come up: 
Mr. Doolan, personnel director; Mr. Frick, his assistant on labor 
matters; Mr. Paul Runnestrand, the executive secretary; Mr. Paul 
Bentz, the general counsel; and Mr. John Hollen, of the executive 
planning staff. 

Mr. Youna. We are very happy to have you gentlemen present. 
Thank you. 

Governor Porrer. I am sorry I was not in Washington to testify 
before your subcommittee last June. However, I am pleased that 
Mr. Doolan, personnel director, could present testimony on behalf 
of the Company-Government. As Mr. Doolan testified, the legisla- 
tion before you, H. R. 6708, is necessary to put into effect United 
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States commitments made in item 1 of the memorandum of under- 
standings, a collateral document to the 1955 treaty of mutual under- 
standings and cooperation with the Republic of Panama. I am sure 
the committee is aware the United States has an obligation to imple- 
ment this treaty, on which ratification was approved more than 2 
years ago. Many legal commitments have already been implemented 
both through required legislation and through executive action. 
H. R. 6708 concludes the current treaty legislation program. It has 
been approved by the Senate with some changes. 

Item I of the memorandum of the treaty stipulates in part: 

That the United States will afford equality of opportunity to citizens of Panama 
for employment in all United States Government positions in the Canal Zone 
for which they are qualified and in which the employment of United States citizens 
is not required, in the judgment of the United States, for security reasons. 

In collaboration with other United States Government agencies 
operating in the Canal Zone, we have prepared detailed plans so as to 
accord to citizens of Panama those things which accrue to them under 
the treaty. The duties and responsibilities assigned to all positions 
in each of the Canal Zone Federal agencies have been scrutinized 
carefully in the light of security position criteria. Obviously, the 
number of such positions will fluctuate as the force varies. At the 
time I testified last June before the Senate Post Office and Civil Service 
Committee on S. 1850, the companion bill to H. R. 6708, I was queried 
as to the number of current security positions. Our studies at that 
time indicated the Company-Government had approximately 2,200 
such positions. That is out of 3,500 total United States employment 
of the Company-Government. The Senate committee report on 
S. 1850 concludes that my testimony of 2,200 potential security posi- 
tions is too low a figure for the Company-Government organization and 
that— 

* * * 2.900 is the absolute minimum number of positions that should be reserved 
for the employment of United States citizens for reasons of security. 

No mention was made in the report of any fixed limitations for 
security reasons for other United States Government agencies in this 
area 

I assure you that we are planning to maintain the maximum num- 
ber of United States citizen employees required by security needs and 
good management practices. If your committee considers it neces- 
sary that a specific number of positions be maintained for United 
States citizens, that can be accomplished. However, as I stated 
before, only about 2,200 of these positions would meet the current 
security criteria. If more are administratively or legislatively re- 
quired, certain positions can be established as United States citizen 
positions although the establishment must be arbitrary and not re- 
quired for Canal Zone operations. 

The paragraph beginning on line 10 of page 1 of the bill would 
amend section 202 of the Classification Act of 1949 in two respects: 
First, by repealing paragraph (32) of the Classification Act of 1949 
which excludes from the act postal employees of the Canal Zone 
Government, whose rates of pay are fixed with reference to the rates 
of compensation for similar positions in the field service of the Post 
Office Department of the United States; and, second, by amending 
paragraph (21) to exclude from the act employees of departments 
and agencies in the Canal Zone. Both of these amendments are im- 
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portant. The repeal of paragraph (32) is indicated because it is un- 
necessary, since Canal Zone postal employees are effectively excluded 
from the act by amended paragraph (21). Furthermore, if para- 
graph (32) is not repealed it will tend to vitiate amended paragraph 
(21). That is, if paragraph (21), despite its plain terms, does not 
already effectively exclude all Canal Zone employees from ‘the act, it 
would lend support to claims, similar to claims heretofore encountered, 
that other provisions of the act apply to Canal Zone employees, or 
classes of them, despite the terms of paragraph (21). Paragraph (32) 
is unnecessary, and, moreover, its retention in the Classification Act 
would be duplicative and would tend toward uncertainty and ambi- 
guity. 

Mr. Chairman, the paragraph beginning on line 12, page 2, of 
H. R. 6708, would repeal paragraph (c) of section 1 of the act of 
October 25, 1951. Subparagraph (c) authorizes and directs the Goy- 
ernor to grant additional compensation to policemen, firemen, and 
schoolteachers employed by the Canal Zone Government w henever 
additional compensation is granted to comparable employees in the 
District of Columbia, and to make the effective date of such pay 
increases the same as in the District of Columbia. Repeal of this 
section is necessary in order fully to implement the requirements of 
paragraph 1 of the memorandum of understandings reached because 
its provisions are incompatible with the basic wage plan which is to 
be established. 

There is no current mandatory provision that the pay of policemen, 
firemen, or teachers employed by the Canal Zone Government be 
fixed with reference to District of Columbia rates. I’d like to read 
that again. There is no current mandatory provision that the pay 
of policemen, firemen, and teachers employed by the Canal Zone 
Government be fixed with reference to District of Columbia rates. 
This is as it should be since flexibility is necessary to permit adjust- 
ments indicated by differences in duties and responsibilities of the 
positions (in addition to the adjustments required by the basic wage 
plan). More importantly still, not all elements of the compensation 
of Canal Zone policemen, firemen, and teachers are fixed with refer- 
ence to District of Columbia rates. The Federal Employees Pay Act 
of 1945, as amended, although inapplicable to policemen, firemen, 
and teachers in the District of Columbia, governs the overtime pay 
for Canal Zone policemen, firemen, and teachers here. The am- 
biguity of the October 25, 1951, act in requiring additional compensa- 
tion is responsible for the current pendency of one policeman’s suit 
in the Court of Claims, and the section should not be perpetuated. 

It is contemplated that there will be no change in the pay base 
itself, that is, rates of pay for these jobs will continue to be derived 
administratively from the rates of pay for comparable jobs in the 
District of Columbia. Although we do not contemplate a statutory 
requirement that rates be adjusted whenever District of Columbia 
rates are adjusted, it is planned that rates will be adjusted on the 
basis of changes in District of Columbia rates of pay. However, 
administrative leeway is necessary and desirable to prevent pay dis- 
parity as between United States citizens and non-United States 
citizens. The repeal of this section is just as essential as the exemption 
of Canal Zone positions from the Classification Act if the Canal Zone 
Government is to apply the basic wage plan successfully. It is true, 











116 IMPLEMENTING A TREATY WITH REPUBLIC OF PANAMA 


of course, that the employees involved are few in number as compared 
to the total roll of employees of the Company-Government, whose 
pay is fixed with reference to States’ rates. 

The paragraph beginning on line 12, page 2, of H. R. 6708, also 
repeals section 804 of the Postal Field ‘Service C ompensation Act. of 
1955. This legislation authorizes and directs me to adopt applicable 
provisions of this act for postal employees of the Canal Zone. The 
same reasoning that applied in the case of policemen, firemen, and 
teachers pertains to Canal Zone postal employees. Without repeal of 
section 804, it would be necessary. to pay all Canal Zone postal service 
employees United States rates of pay, even if they were Panamanians, 
Although we do not currently plan to employ Panamanians in these 
jobs, since most postal work falls to some degree. within the security 
position category, administrative flexibility does seem desirable. The 
repeal of section '804 of the Postal Field Service Compensation Act 
of 1955 would merely place Canal Zone postal employees in the same 
position as the much more numerous other positions in the Canal 
Zone agencies whose pay is fixed with reference to States’ rates. 

The legislation before you contemplates the freezing of current 
rates of pay for those employees who will be transferred from United 
States base positions to locality base positions. It is planned that 
those individuals will be “grandfathered” and will retain such frozen 
rates pending transfer to a position for which the base rate is equal 
to or higher than their current rate. The proposal to grandfather 
employees who would otherwise suffer a decrease in pay through no 
fault of their own but through the adoption of a new method of 
determining base rates of pay is a long established practice in private 
enterprise and in the Government service. It is the usual practice 
to assure pay protection in cases where a new method of determining 
wages is adjusted. There are approximately 200 employees in the 
Company-Government organization whose rates are currently United 
States based and whose rate, after adoption of the basic wage plan, 
would be based on locality prevailing wage rates. 

The Senate Post Office and Civil Service Committee, in considering 
S. 1850, a companion bill, amended this section by adding the 
words ‘“‘ * * * a rate not less than * * *.”’ Their purpose was to 
make it possible for an employee so grandfathered to continue to 
receive statutory pay increases and general pay increases as well as 
normal within-grade increases that they otherwise would have been 
entitled to except for the conversion to the new pay plan. The 
continuance at rates in excess of authorized job rates, and the granting 
of further increases for this group of Company-Government employees 
‘would tend to emphasize the pay disparity for newly hired employees 
performing similar duties. As an illistration, there will be em- 
ployees at grade NM-3 (formerly GS-3) whose jobs were converted 
to a new locality rate. Such employees would continue to receive 
grade GS-3 rates of pay and to continue to accrue in-grade increases 
and benefit from the general Classification Act increases, whereas 
other employees placed in identical positions after the implementation 
of the basic wage plan would be paid only the new rate of pay for the 
job. The difference between the rates of pay for these two groups of 
employees would continue to grow. 

One of the provisions and a very important provision of the memo- 
randum of understandings of item I, stipulates that legislation will be 
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sought to make the Civil Service Retirement Act uniformly applicable 
to citizens of the United States and the Republic of Panama employed 
by the Government of the United States in the Canal Zone. The 
legislation before you, commencing in line 11, page 3, of H. R. 6708, 
modifying the Cash Relief Act of 1937, as amended, would authorize 
the prospective application of the Civil Service Retirement Act to 
non-United States citizen employees of the Panama Canal Company- 
Canal Zone Government. Non-United States citizens of other United 
States Government agencies in the Canal Zone are already eligible 
for coverage under the act. Thus there are two divergent retirement 
plans in the Company-Government organization. 

The present cash-relief program is a noncontributory relief system, 
the maximum benefit being $45 a month. Present benefits to the 
approximately 4,500 beneficiaries average about $38.75 a month. 
The Cash Relief Act does not provide for survivor benefits for widows 
or children. The current $38.75 average payment is not adequate 
because of the cost of living in the Republic of Panama where most of 
the beneficiaries live. 

The present cost of the cash-relief system is slightly over $2 million 
annually. This cost is borne by the Company-Government organi- 
zation. If prospective Civil Service Retirement Act legislation is en- 
acted, the cost of the cash-relief benefits would, of course, decrease 
annually as present beneficiaries are removed from the rolls because 
of death. At the present time approximately 300 beneficiaries are 
removed annually. However, this attrition rate may be expected to 
accelerate in future years. There are about 4,450 on the cash-relief 
rolls as of November 1, 195 

We have determined sdeectith study of sample cases that the civil 
service retirement benefits which would be accorded in the future to 
the present employees, would be only slightly better than the current 
benefits under the present Cash Relief Act of 1937 for employees in 
lower paid jobs. While benefits, initially, would be only slightly 
higher—nevertheless, the increased disability benefits and the survivor- 
ship benefits of the Retirement Act are most important to this category 
of employees. This situation arises from the limitations of the retire- 
ment law which prevent an annuitant from receiving a basic annuity 
greater than 80 percent of his highest 5-year average salary. In addi- 
tion, there is a 30-percent withholding under the internal-revenue 
laws for income received from United States sources. Further deduc- 
tions from basic annuities would also occur because of the benefits for 
surviving widows or children, plus a further reduction for credit for 
previous service for which no retirement contributions were made. 
For employees in higher income brackets who are subject to higher 
deductions and receive credit for higher matching contributions by 
the agency, the amount of civil service retirement benefits would, 
of course, be substantially greater than the present cash-relief benefits. 

I urge the passage of this legislation which would provide coverage 
for Panamanian and other non-United States citizen employees. If 
this retirement legislation is enacted, a request will be made to the 
Civil Service Commission for an amendment to the retirement regula- 
tions to provide coverage for certain small groups of Company- 
Government when-actually-employed and part-time employees such 
as dock employees and marine deckhands. 
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In the past, Congress has occasionally enacted retroactive increases 
in compensation for Federal employees whose compensation is fixed 
by statute. Employees of agencies in the Canal Zone whose com- 
pensation is fixed with reference to statutory rates have had the 
benefit of such retroactive increases in the past; and, will expect 
them in the future. It is felt that such demands will have merit; 
however, without statutory authorization they cannot be met in the 
case of appropriated fund agencies. 

A section should be inserted in the bill authorizing such increases; 
however, in order to conform to the basic wage eg and for the 
reasons enumerated in the discussion of policemen, firemen, teachers, 
and postal employees, the section should be permissive and not 
mandatory. The following section would carry out this proposal: 

In the case of any position in a department or agency of the United States in the 
Canal Zone the compensation for which is fixed with reference to rates for similar 
employment by the Government in the continental United States, the head of 
the employing department or agency is authorized to grant additional compensa- 
tion for such position effective as of the date any additional compensation is 
granted by act of Congress for the similar employment in the United States. 

This concludes my formal statement, Mr. Chairman. I will be 
happy to answer any questions that you may desire. 

Mr. Youne. Thank you, Governor Potter. Are there any questions 
from any members of the committee? Mr. Hemphill. 

Mr. Hempuiti. Governor, we appreciate your statement. I’d like 
to call to your attention that there is nothing in this bill 6708 which 
indicates whether or not payments into the fund for past services 
would be required or whether credit for past services would be given 
free with only the 10-percent penalty being applied. I’m sure you are 
familiar with those provisions of the Civil Service Retirement Act. 

Governor Porter. Yes. 

Mr. Hempuiitu. What is your recommendation on that, sir? 

Governor Porter. As I understand it, there will be no free credit 
for past service. 

Mr. Hempuriy. Then, of course, you are taking into consideration 
the fact that, what we are going to do if this legislation is passed is 
increase the present $18 billion deficiency of the fund about $30 million, 
plus interest, which we used to be able to borrow at 3 percent—it’s 
3% percent now, some $950,000. That would happen in the event 
that we gave credit for any past service—free credit for past service. 

Governor Porter. Yes, sir. 

Mr. Hempuity. But, you recommended no credit for past service 
be given. 

Governor Porrer. Well, it is my understanding that each person 
covered by this act, if passed, would have to serve 1 year before he 
would be covered, and then his annuity would be based on—Mr. 
Doolan? 

Mr. Youne. Just be seated next to Governor Potter there, sir 
and state your name for the record, please, sir. 

Mr. Dootan. My name is Edward A. Doolan. I am personnel 
director of the Panama Canal Company. I believe that the question 
that Mr. Hemphill raised was, how much of a penalty would be placed 
against these people on retirement? 

Mr. Hempuriy. No. My question was whether or not you are 
going to give them credit for—whether they are going to have to 


, 
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make payments for their past services or whether they are going to 
get the regular 10-percent penalty. 

Mr. Dootan. This legislation, Mr. Congressman, would not change 
the present Civil Service Retirement Act, it would remove the Cash 
Relief Act of 1937 from the picture, which would automatically apply 
the present Retirement Act to these people. That provides for a 
10-percent deduction from the annuity the amount that they owe 
for past service, that they have never contributed. This would be 
deducted annually from their annuity upon retirement. Then, the 
past service would be credited but on a reduced payment basis. 

Mr. Hempuityu. Then, there would be an increase in the deficiency 
of the $30 million, plus the interest payments; would there not? 

Mr. Doo.an. I would expect that there would be; yes, sir. 

Mr. Hempuityi. That was contemplated in the legislation? 

Mr. Dootan. That was taken into consideration; yes, sir. 

Governor Potter. We would, of course, put in our 6% percent, and 
I believe the employees would put in their 6% percent. 

Mr. Hempuity, Well, that would just be about a million dollars 
a year. 

Governor Porter. Yes, sir. 

Mr. Hempuiuu. As I understand it—and, you still have your cash 
payments of about $2.2 million which you are going to reduce to 
about $250,000 a year, if this is put into effect. isn't that about it? 

Governor Porrrer. But, we sort of figure that somewhere in the 
neighborhood of in 6 to 10 years, we will break even and start to save 
money on this retirement provision. As the annuitants presently 
existing would die off, then the amount we pay would be less, and 
somewhere in the 6- to 10-year range, we’d cross the line. 

Mr. Hempuiti. Then, we would be able to take up the slack on 
the increase in the deficiency and the interest at that time or do you 
think that the situation would reverse itself maybe by that time? 

Governor Porter. I don’t believe so, sir. 

Mr. Hempwiti. You recommended no change in the present legis- 
lation covering that? 

Governor Porter. No, sir. 

Mr. Hempuity. So, you see, as I understand the legislation—the 
legislation at the present time doesn’t say whether they are going to 
have to make the payments or take the 10-percent deduction. Isn’t 
that right, Mr. Cassell? 

Mr. Casse.tt. Mr. Hemphill, the present Retirement Act is uniform 
throughout the Government. For service credit without deposit by 
the employee, he receives time credit for that, but his annuity— 
annual annuity—is reduced by 10 percent of the amount of money 
that he owes the fund, that is, the payment plus interest. And, these 
employees, who were brought in—they are Canal Zone employees— 
will get time credit but their annual annuity will be reduced by 10 
percent of the amount of money they would have paid into the fund 
had they been covered by the act during their period of service. 

Mr. Hempnitz. But, you would still have an increase in the 
deficiency. 

Mr. Cassety. Well, it will cause an increase, I believe, of $30 
million in the deficiency we have in the retirement fund, and there 
would be a recurring deficiency in the interest against that. We have 
a deficiency of some $18 billion now and that will increase that by 
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about $30 million immediately. That is the anticipated liability of 
the fund for these people that are coming in, which will not be paid 
for either through the agency’s 6% percent or the employee’s 6% 
percent. 

Mr. Dennison. May I interrupt there, Mr. Chairman? 

Mr. Youne. Mr. Dennison. 

Mr. Dennison. I recall that our full committee had approved a 
bill to amend the retirement provision. Would that $30 million 
deficit be increased if the bill that the full committee approved finally 
passed Congress? 

Mr. Cassguu. If that bill, which is reported out by the full com- 
mittee, becomes law, it will increase the overall deficit materially, 
but will have no effect on the $30 million deficit resulting from the 
legislation under consideration here. 

Mr. Youna. Mr. Ruddock, willl you give us a statement on this 
matter? 

Mr. Ruppocr. The enactment of H. R. 607, which would increase 
the annuities of those already retired, would have no effect on this 
legislation to bring additional people under the Retirement Act. 
The increase in the deficiency resulting from that would be with 
respact to people who have already retired under the Civil Service 
Retirement Act. Now, the people who are currently receiving pay- 
ments under the cash-relief system would not be included in that bill, 
H. R, 607. So, there is really no connection between the two. 

Mr. Dennison. Yes. 

Mr. Youne. Thank you, Mr. Ruddock. Mr. Hemphill. 

Mr. Hempnitu. I am interested, Governor, in your recommenda- 
tions with reference to the security positions. Do you feel that that 
should be left to the administrative decision of the Governor of the 
Panama Canal Company and his staff? 

Governor Porrer. Sir, I can say this, that there is nobody more 
cognizant of his job of having charge of the security of the canal than 
myself. I can assure you that there is going to be no employment in 
security classified or security necessary positions, except by United 
States citizens, under the terms of the memorandum of understandings. 
If an arbitrary figure is set, higher than the number, then I must 
arbitrarily assign positions to United States citizens. These positions 
might not be necessary in years to come. If we increase the efficiency 
of our operations here or other changes take place, then we might find 
ourselves bound by a figure—a rigid figure—and we would have a 
great deal of difficulty in the operation. 

Mr. Hempuitt. [ agree with you thoroughly. Then, you would 
suggest that certain amendments be placed in this legislation which 
make it clear that you have the right to make these administrative 
decisions. 

Governor Porrrer. And, I believe I am under commitment to the 
labor unions that that particular paragraph will be highly lived up to. 

Mr. Hempuiiyi. Thank you, sir. 

Mr. Youna. Are there any further questions of Governor Potter? 

Mr. Dennison. Mr. Chairman, | have a question. 

Mr. Youna. Mr. Dennison. 

Mr. Dennison. What, Governor Potter, will be the effect, from a 
financial standpoint, in the implementing of this treaty—how much 
is it going to cost us? 
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Governor Porrrr. Well, immediately, of course, we’ll have that 
6% percent which will be in addition to the $2 million that goes into 
the cash-relief fund now. In addition to that, it will cost us about 
$240,000 a year, which will gradually diminish until it is wiped out. 

It will be wiped out through the provisions of the memorandum 
which gives the Panamanians equality of opportunity for all positions 
in the Canal Zone. 

Mr. Dennison. Thank you. 

Governor Porter. I would like for you to know, even though senti- 
ment might be engendered—to say that this bill and the backup to it 
have occupied the attention of the personnel groups of the canal and 
the military services for over a year. We are ready to goonit. The 
results are joint agreements, and it is the highest type of cooperation 
I’ve seen at any time since l’ve been in the service. I have held and 
will continue to hold several meetings with our very fine labor unions 
down here. While we do still have some differences, especially in the 
four categories that 1 mentioned, they know that I have those differ- 
ences and I know they have them. And, so far, at least, there is no 
surprise in this instance. 

Mr. Youna. Are there any further questions? 

Mr. Hempuitu. I'd like to ask one more question. 

Mr. Youne. Mr. Hemphill. 

Mr. Hempui.u. I believe you stated i 3 your formal statement that, 
so far as, at least, the classification of teachers is concerned, you felt 
they should be treated as everyone sae 

Governor Porter. Yes, sir. 

Mr. Hempuiut. Therefore, they should be included in the provisions 
of this legislation instead of excluded? 

Governor Porrer. Yes, sir. 

Mr. Hempui.u. So that this legislation, so far as your recommenda- 
tion is concerned, would repeal any other legislation giving them some 
exclusion irom the provisions of that act. 

Governor Porrer. And, they would not lose by it. I have been 
impressed, Mr. Hemphill, in my little experience with Government 
wage legislation—how thick it is, how many paragraphs it has, and 
how difficult it is to interpret. Here is an opportunity to set up a 
wage system and a system of employme nt, advancement, promotion, 
and so on, that would give us the coverage in one law, that would be 
easily understood, would protect everybody, and at the same time 
would be less subject to lawsuits than the present set of laws that 
presently govern our administration down here. 

Mr. Hempuity. That’s all, thank you. 

Mr. Youna. Are there any further questions by the members of 
the committee? If not, thank you very much, Governor Potter, for 
a very complete statement. 

We have made efforts to secure representative witnesses to appear 
at these hearings for the purpose of presenting factual testimony. 
Due to the limitations on the time of the subcommittee and the nature 
of the hearings, it was necessary that the witness list be limited to 
Government officials and representatives of organized groups within 
the Canal Zone in the area of United States Government employ- 
ment. It is the wish of the subcommittee to secure full answers to 
all problems involved in this legislation. I want each witness who 
appears before us to feel free to express his opinion and give us his 
best advice without fear of intimidation or recrimination. 
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These hearings have to do with two principal fields of legislation— 
salary and retirement. Inasmuch as both are of concern to all of you 
we have made no attempt to secure separate statements but hope 
that each witness will furnish us with his views on either one or both 
matters. 

I wish to make a request of those who have prepared statements. 
So as to conserve time, if your statement is of any length it will be 
appreciated if you will submit it for the record and then verbally give 
the highlights to the committee. 

Without further statements then, the committee will hear Col. 
L. L. Manly, United States Army, Assistant Chief of Staff, for the 
Caribbean Command. In deference to time again, Colonel Manly, I 
would like to repeat that, if your statement is a lengthy one—your 
statement is filed for the record. So, if you will just paraphrase it 
and make your verbal statement a general one, we will appreciate it. 


STATEMENT OF COL. L. L. MANLY, ASSISTANT CHIEF OF STAFF 
FOR PERSONNEL, HEADQUARTERS CARIBBEAN COMMAND 


Colonel Man ty. First, I would like to introduce the gentlemen 
who are with me: Mr. Robert M. Donley, the civilian personnel di- 
rector, United States Army, Caribbean. 

Mr. Youna. Mr. Donley. 

Colonel Maniy. Mr. Jose de la Lastra, LGS-12, Panamanian 
citizen employed by the Caribbean Air Command; Mr. S. R. Davidson, 
district civilian personnel director for the 15th Naval District. 

Mr. Youna. Mr. Jose de la Lastra and Mr. Davidson. 

Colonel Manty. Mr. Edward Keilock, director of civilian personnel 
for the Caribbean Air Command. 

Mr. Youna. Mr. Keilock. 

Colonel Manrty. Mr. Nathan A. Reid, Panamanian citizen, em- 
ployed by the 15th Naval District. 

Mr. Youna. Mr. Reid. 

Colonel Maniy. And, Mr. Lerworth N. Este, Panamanian citizen 
employed by the United States Army, Caribbean. 

Mr. Youna. Mr. Este. We are very happy to have you gentlemen 
here with us today. 

Colonel Maniy. Mr. Chairman and committee members, I am 
Col. L. L. Manly, assistant chief of staff for personnel, Headquarters, 
Caribbean Command. I have been delegated by the commander in 
chief to represent him in testifying before this committee in all matters 
relating to H. R. 6708, the legislation now before you. 

I am instructed to state that, on bebalf of the armed forces in the 
Canal Zone, the commander in chief welcomes you, and considers it a 
privilege to offer the fullest measure of assistance to you, either in 
conducting your hearings or in any other matter in which the armed 
forces may be helpful. 

It is regrettable that no representative of the armed forces in the 
Canal Zone was present to testify before this subcommittee in Wash- 
ington last June. At the time of the hearings, all personnel of Head- 
quarters, Caribbean Command, knowledgeable in the details of this 
subject were in the process of departing for other duty stations. 

I have noticed in reading the testimony taken by this committee 
in Washington last June and July that, although a full statistical 
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analysis of the civilian-personnel situation within the Panama Canal 
Company-Government was presented, there are as yet no statistics 
reporting the personnel situation within the armed forces in the Canal 
Zone. In order to round out the factual picture, I have here for inclu- 
sion in the record, if you desire, five charts with accompanying de- 
scriptive material identical to that submitted to the Post Office and 
Civil Service Committee of the Senate during its consideration of 
S. 1850 in June 1957. 

I note that quite adequate explanations of the history and purpose 
of H. R. 6708, now before you, have already been made, and for this 
reason, and with your approval, I will skip further preamble and pro- 
ceed to state the position of the Caribbean Command with regard to 
the proposed legislation. 

All the work that has been done in the Panama Canal Zone toward 
the implementation of item 1 of the memorandum of understandings 
between the United States and the Republic of Panama stemming 
from the 1955 treaty of mutual understandings and cooperation with 
the Republic of Panama has been a joint effort. This work has been 
done by the Panama Canal Company-Government; Headquarters, 
Caribbean Command; Headquarters, United States Army, Caribbean; 
Headquarters, Caribbean Air Command; and Headquarters, 15th 
Naval District, under the direction of the commander in chief, Carib- 
bean Command, and the Governor of the Canal Zone. All details of 
the proposed plans for personnel and salary readjustments have been 
fully coordinated and agreed upon. The commander in chief, Carib- 
bean Command, fully concurs in the testimony that has been pre- 
sented by Governor Potter. The only item in which it appears neces- 
sary or desirable for the armed services to make specific additional 
representations lies in the treatment to be accorded to the so-called 
security position. 

Because of the inherent nature of the armed forces and the various 
types of classified missions on which they are engaged in this area, 
many positions are of a sensitive nature. It is the policy of the 
armed forces to keep to an absolute minimum the number of such 
position designations. 

Because of the differences in missions, organizational structure, and 
types and quantities of equipment, there can be no uniform security 
position requirement for the several armed services. Additionally, 
unforeseeable changes in the international political situation or in 
national policy could drastically modify, with virtually no warning, 
the constitution and even the missions of the armed forces within 
the Canal Zone. It is highly undesirable to destroy the capability of 
greatly modifying the security-position structure within the armed 
forces at virtually a moment’s notice. For this reason, the com- 
mander in chief believes that a statutory limitation of security posi- 
tions, either in numbers or by a percentage formula, should by no 
means be imposed. Or course, H. R. 6708, as drafted, contains no 
such limitation. It is highly desirable that none such be added. 

Subject to the considerations that I have just presented, the com- 
mander in chief highly recommends the passage of this legislation. 

I feel that I am backed up with as much technical information and 
representation of the group of Panamanian citizens employed by the 
Armed Forces of the United States in the Canal Zone as may be neces- 
sary to answer any questions. But General Montague instructed me 
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to state that, on behalf of the armed forces in the Canal Zone, he, 
the commander in chief, welcomes you, and considers it a privilege to 
offer the fullest measure of assistance to you, either in conducting 
your hearings or in any other matter in which the armed forces may 
be helpful. 

In reading the testimony that was taken in Washington last June 
and July, I discovered that, although there was a full statistical 
analysis of the civilian-personnel situation within the Panama Canal 
Company-Government, there were no figures or statistics, no presenta- 
tion for the armed services. So, I have here for inclusion in the record, 
if you desire, charts with notes showing the statistical picture of the 
civilian personnel in the armed services. These are the same charts 
as those that were furnished to the Post Office and Civil Service Com- 
mittee of the Senate in connection with S. 1850. 

Mr. Youna. There being no objection, these charts will be entered 
in the record at this point. 

(The charts referred to are as follows:) 


CHART 1 
DISTRIBUTION OF EMPLOYEES OF THE MILITARY COMPONENTS 
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Notes on Sratistics RELATING To CIVILIAN PERSONNEL EMPLOYED BY THE 
MILITARY SERVICES IN THE PANAMA CANAL ZONE AS PRESENTED TO THE 
CoMMITTEE ON Post OFFICE AND CIviIL SERVICE, House oF REPRESENTATIVES, 
IN CONNECTION WITH HEARINGS ON THE SINGLE WAGE PROVISIONS OF UNITED 
States Irem 1 of MEMORANDUM OF UNDERSTANDINGS ACCOMPANYING THE 
1955 Treaty BETWEEN THE UNITED STATES AND THE REPUBLIC OF PANAMA 


The series of five statistical charts illustrates the distribution of our employees 
prior and subsequent to the implementation of the proposed single wage plan. 
These charts include United States and non-United States citizen employees of 
the military components only and supplement those which were elsewhere pre- 
sented by the Panama Canal Company-Government in regard to their employees. 

Chart No. 1 is a breakdown of employees under the schedules now in effect. 
Under the present system, employees fall primarily into three groups: Non- 
manual, or white-collar workers; manual, or blue-collar workers; and manual 
supervisory, which consists of foremen and leaders. We also have a very few 
civilians on a “‘when actually employed” basis. These are all chaplains. This 
system which is followed worldwide by the military departments, provides for 
evaluating, classifying and titling all positions without regard to the nationality 
of the incumbent. 

It is only in the matter of pay that a difference is recognized and this is accom- 
plished by paying United States citizens on the basis of rates prevailing in the 
United States and paying non-United States citizens on the basis of salary and 
wage rates in the local area. This system must be discontinued if Congress 
passes the proposed legislation for implementing United States item 1 of the 
memorandum of understandings reached. 

Chart No. 2 illustrates the manner in which employees will be transferred from 
present schedules to the proposed schedules. The column on the left shows non- 
United States employees by schedule; the column on the right side represents 
United States citizen employees and these lines to the proposed schedules illus- 
trate the numbers by which they will be moved into the new schedules. The 
nonmanual, service, and manual groups will be divided into graded schedules. 
Within each schedule a single wage scale will exist. Employees at the upper end 
of each schedule will be paid based on rates existing in the United States. Rates 
of pay for employees at the lower end of each schedule will be established generally 
from existing non-United States citizen Canal Zone rates. The basic wage for 
each grade level will be the same for any employee without regard to citizenship, 
except that the tropical differential and tax factor will be added to the basic rate 
for United States citizen employees. 

Chart No. 3: In this chart we have taken the total number of manual em- 
ployees and broken them down by grade levels under the proposed plan. Since 
the bar chart itself does not include the manual supervisory positions, the numbers 
of foremen and leaders are shown separately at the bottom of the chart. 

Chart No. 4 is comparable to the preceding chart. It breaks down the number 
of nonmanual employees by grade levels. Again, these numbers are estimates. 

Chart No. 5 represents the proposed distribution of our employees among the 
four groups with which we will be concerned. The plan provides for additional 
groupings for such occupational categories as postal workers, teachers, and pilots. 
However, since the military components have no employees in these categories, 
they are not for our consideration. 


SECURITY POSITIONS 


The military components of the Caribbean Command are screening each posi- 
tion in order to positively identify security positions. Estimates indicate they 
will approximate 29 percent of our present work force. 


’ 


“GRANDFATHER” OR SALARY PROTECTION 


Present estimates indicate that salary protection will be required for employees 
of the military components as follows: 
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Estimated costs and savings of basic salary plan for military components 

















Savings re- 
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Colonel Manty. There are very adequate explanations of the 
history and purpose of H. R. 6708, already in the record, and I'll 
skip any further reference to the history and purpose and go on with 
the attitude of the Caribbean Command and the armed services. 

All the work that has been done in the Panama Canal Zone toward 
the implementation of item 1 of the memorandum of understandings 
has been a joint effort. The work has been done by the Panama 
Canal Company-Government; Headquarters, Carribean Command; 
Headquarters, United States Army, Carribbean; Headquarters, 
Caribbean Air Command; and Headquarters, 15th Naval District, 
under the direction of the commander in chief, Caribbean Command 
and the Governor of the Canal Zone. All details of the proposed plans 
for personnel and salary readjustments have been fully coordinated 
and agreed upon. The commander in chief, Caribbean Command, 
fully concurs in the testimony that has been presented by Governor 
Potter. There is only one area in which we would like to make a 
specific statement and that is with regard to security positions. 

Because of the inherent nature of the Armed Forces and the various 
types of classified missions on which they are engaged in this area, 
many positions are of a sensitive nature. It is the policy of the Armed 
Forces to keep to an absolute minimum the number of such position 
designations. 

But, because of the differences in missions, organizational structure, 
and types and quantities of equipment, there can be no uniform 
security-position requirement for the several armed services. Unfore- 
seeable changes in the international political situation or in nationa) 
policy could drastically modify, without warning, the constitution or 
the missions of the armed services in the Canal Zone. For these 
reasons, it is highly undesirable to destroy the capability of changing 
the security-position structure within the armed services with little 
notice. The commander in chief believes that a statutory limitation 
of security positions, either in numbers or by a percentage formula, 
should not be imposed. H. R. 6708, as drafted, contains no such limi- 
tation and it is highly desirable that none such be added. 

Subject to this consideration, the commander in chief highly rec- 
ommends the passage of this legislation. 

This, Mr. Chairman, concludes my formal testimony. 

Mr. Youna. Thank you very much, Colonel Manly. Are there 
any questions of Colonel Manly by any of the members of the com- 
mittee? Mr. Hemphill. 
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Mr. Hempnit. Did I understand you to say, Colonel, that you 
agreed with the testimony just given by Governor Potter as to the 
security provisions of this legislation? 

Colonel Manty. Yes, Mr. Hemphill. 

Mr. Hempuitu. In other words, you believe that, so far as the 
military is concerned, it should be left up to the military; and, so 
far as the Panama Canal Company is concerned, it should be left to the 
Governor of the Canal Zone? 

Colonel Manty. That is correct. 

Mr. Hempniy. And you would suggest an appropriate amendment 
to this legislation to effect that? 

Colonel Manty. Well, the legislation contains, I believe, no limi- 
tation now and, if it is left in its present state, this authority is vested 
in the Governor and in the military command. 

Mr. Hempnuiw. Well, do you think it might be necessary for us to 
define it a little more strongly i in order to make it clear that it is the 
intention of the Congress that this legislation be passed in that form? 

Colonel Manty. It might be helpful; it certainly wouldn’t be 
harmful. 

Mr. Hempum. Thank you. 

Mr. Youna. Are there any further questions of Colonel Manly? 
If not—thank you very much, Colonel, for your very excellent pres- 
entation. 

Mr. Youna. Next on the list of witnesses is the Canal Zone Central 
Labor Union, AFL-CIO, Mr. E. W. Hatchett, president. 


STATEMENT OF EDWARD W. HATCHETT, PRESIDENT, CANAL 
ZONE CENTRAL LABOR UNION, AFL-CIO, BALBOA HEIGHTS, 
CANAL ZONE 


Mr. Harcuetr. Mr. Chairman. 

Mr. Youna. Mr. Hatchett. 

Mr. Harcuetr. My name is Edward W. Hatchett. I am a 
teacher in the Canal Zone schools and have been for the past 26 years, 
but I am president of the Canal Zone Central Labor Union and Metal 
Trades Council, AFL-CIO, which consists of 26 affiliated organiza- 
tions, the members of which are principally United States citizens, 
although we do have some very fine Panamanians who are associate 
members of our organization. And, at this moment, before I intro- 
duce my colleagues, I want to exercise my prerogative as a direct 
constituent of these distinguished gentlemen and welcome Mr. Scott, 
as one of his voting constituents from the Fifth District of North 
Carolina, a Democrat from North Carolina. I spent the summer 
with a very fine gentleman, a brother-in-law of mine who is a con- 
stituent of yours, Judge Allen H. Gwyn, of Reidsville, N. C. We 
welcome you here very much, Mr. Scott. We are very proud that 
the Fifth District is so well represented. 

Mr. Youna. Thank you, Mr. Hatchett. We are very proud and 
honored to have such an able Representative on this committee, too. 

Mr. Scorr. Thank you. 

Mr. Harcuerr. I now introduce to you Mr, Louis Damiani who 
is the legislative representative of this organization of which I am the 
president, and he will present our testimony. 

Mr. Youna. Mr. L. 8. Damiani—Mr. Damiani. 
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STATEMENT OF LOUIS S. DAMIANI, LEGISLATIVE REPRESENTA- 
TIVE OF THE CANAL ZONE CENTRAL LABOR UNION AND 
METAL TRADES COUNCIL, AFL-CIO 


Mr. Damrant. Mr. Chairman and members of the committee, my 
name is Louis S. Damiani. I am legislative representative of the 
Canal Zone Central Labor Union and Metal Trades Council. Having 
had the pleasure of submitting testimony before this committee in 
reference to the legislation under consideration on July 9 of this past 
year, I shall not encroach upon the limited time at this committee’s 
disposal, except to submit for your consideration two suggestions and 
further place concurrence upon passage of H. R. 6708, as amended 
by its companion bill, S. 1850. 

With your permission, I would like first to introduce my colleagues 
who are: James Hatcher, president of the Canal Zone Police Lodge, 
No. 1798, AFGE. 

Mr. Youna. Mr. Hatcher. 

Mr. Damrant. John Rice, president, Local No. 13, Firefighters. 

Mr. Youna. Mr. Rice. 

Mr. Damiani. Robert Blaney, representative of the pierworkers 
union. 

Mr. Youna. Mr. Blaney. 

Mr. Damrant. Eugene Breakfield, representative of the postal 
employees union. 

Mr. Youna. Mr. Breakfield. 

Mr. Damiant. James Pfau, president of the American Federation 
of Teachers. 

Mr. Youna. Mr. Pfau. 

Mr. Damiani. Talmadge Womble—I’m sorry, I don’t believe 
Brother Womble is here. John M. Purvis, chairman of our legislative 
committee. 

Mr. Youna. Mr. Purvis. 

Mr. Damtant. And, Robert McCaskey, who is the representative 
of the Defense Department employees in the Canal Zone. 

Mr. Youna. Mr. McCaskey. 

Mr. Damrant. We appear before this committee, Mr. Chairman, to 
answer any questions which the committee may care to ask and to 
offer any and all assistance possible. We make no claim to being 
expert witnesses, however, our organization respectfully offers to this 
committee at this time the broad knowledge we individually possess 
in our respective fields. 

Second, we respectfully suggest the committee avail themselves of 
the detailed data presently incorporated within the printed hearings 
on 8. 1850, companion bill to H. R. 6708. This testimony was taken 
before the Senate Post Office and Civil Service Committee on June 
18 and 20 of this year. Further, we ask the committee’s concurrence 
with the Senate Report No. 774. We have been assured that the 
Senate committee’s report on 8. 1850, as outlined in Senate Report 
No. 774, was not hastily or arbitrarily reached, but the decisive result 
of extensive hearings held last June. 

In conclusion, we support fully the administration’s position for the 
extension of civil-service retirement to all employees of the Panama 
Canal Company-Government. Our position is twofold in purpose: 
First, it is in accordance with commitments of the memorandum of 
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understandings; and, second, non-United States employees of other 
Canal Zone Federal agencies have been accorded the benefits of our 
retirement system for the past 10 years. 

We wish to thank the committee for their generosity in affording 
us this additional opportunity to speak before them. We trust the 
committee’s visit on the Canal Zone will be an informative and a 
pleasant one. 

At this time, Mr. Chairman, we will be glad to answer any ques- 
tions that you or the committee may care to ask. 

Mr. Youne. Thank you very much, Mr. Damiani. Do any of 
the committee members have any questions? Mr. Hemphill. 

Mr. Hempuity. I believe we had the pleasure of hearing your 
testimony in Washington some months ago, Mr. Damiani. I’d like 
to ask at this time, what is your recommendation with reference to 
the treatment of firemen, policemen, and teachers in the same cate- 
gory as all other employees, for the purpose of this legislation? 

Mr. Damiant. Now, before I call on one of my colleagues, I would 
like to mention this. I believe that we have substantially proven 
that the section of the bill will not impair the implementations of 
the single wage plan. However, I would like to call on Brother 
Breakfield to speak for the postal group on part of that section, if 
I may, Mr. Hemphill. 

Mr. Hemputw. Is that the section on page 2, at lines 12 through 
15? 

Mr. Damiani. That is correct, sir. 


STATEMENT OF EUGENE BREAKFIELD REPRESENTATIVE POSTAL 
EMPLOYEES NO. 23160 BALBOA HEIGHTS C. Z. 


Mr. Youna. State your name for the record, please, sir, and your 
official capacity. 

Mr. Breaxrieity. My name is Eugene Breakfield. I am a postal 
employee of the Panama Canal Company. In reference to the ex- 
clusion of section 804 of the Postal Field Service Compensation Act of 
1955, I only wish to state that we are attached to the Postal Field 
Service Compensation Act of 1955 by section 804. This section gives 
us nothing more or nothing less than what the United States Postal 
Department works under. And, in that capacity, I feel that it is not 
making any special group of us because we have the full support of 
the United States Post Office Department, working under the same 
law. 

Mr. Hempuitu. I might ask in that connection, then, do you feel 
that, if section 804 of the Postal Field Service Compensation Act were 
not repealed, that other groups wouldn’t feel that they were entitled 
to be excluded also? 

Mr. BreaxrFievp. I cannot speak for other groups, Congressman 
Hemphill. That law applies only to us, that particular part of it. 

Mr. Hempniwy. I am familiar with that, but I am just thinking 
from the standpoint of our treatment of the entire picture. Would 
not some other groups say, ‘“‘Well, you left out the postal employees. 
Why not leave us out, also?’”’ Well, just what is your attitude on 
that? I’m interested in knowing. 
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Mr. BreakFIELD. My attitude is, sir, that we are joining a larger 
group; that Congress has passed a law and applied it to a much larger 
group than ours. It should be fair for us to receive it. 

Mr. Hemparuyi. Thank you. 

Mr. Damrant. Mr. Hemphill, may I interject one other thought on 
that, if you please? 

Mr. Hempuitt. Yes. 

Mr. Youna. Mr. Damiani. 

Mr. Damtant. Under section 804, presently, I believe, all positions 
established in the Canal Zone postal system will be classified as sensi- 
tive security positions. Therefore, it would have no effect upon the 
equal opportunity or such factors as that. I believe that would also 
hold true as far as our police division is concerned, on the Canal Zone. 
I believe, with one exception, there are three—and I stand to be cor- 
rected by the Governor if I am wrong—three Panamanian people who 
are liaison officers between the Republic of Panama and our police 
department. That would exclude the police from any provision on 
all sensitive security positions. It has no bearing on the implementa- 
tion of the treaty. As far as our teachers are concerned, our teachers, 
we understand, are going to be so-called classified sensitive positions. 
The understanding we had was those teachers who had equal qualifi- 
cations would receive equal pay as a United States citizen. 

I believe the Governor has made an exception on some language 
teachers down here which can be handled in the same way as they are 
when they are going to remove the GS schedules. There will be a 
differential of 18 percent less, tax factor, plus the 25 percent. In our 
estimation, that is equal pay for equal work, with the same qualifica- 
tions. So, all in all, section 3 of the bill, as we see it, has no bearing 
or any adverse effect upon the implementation. 

Mr. Youna. Are there any further questions of Mr. Damiani? 

Mr. Hemputtt. It is your position that policemen, firemen, and 
teachers would suffer financially if this legislation were enacted as 
recommended by Governor Potter, to include them? 

Mr. Damriant. Would you care to answer that, Brother Breakfield? 

Mr. BreAKFIELD. Congressman, I can only give you what is the 
record. 

Mr. Hempniiy. Well, you’re just speaking for the postal system, I 
think. 

Mr. BreakKFIELD. Yes, sir. 

Mr. Hemputitu. I want to know about the firemen, the policemen, 
and the teachers. 

Mr. Damtanr. Congressman Hemphill, in the past—I would like to 
read a quote in the testimony we gave last June. 

Mr. Hempuitu. What page is that? 

Mr. Damrant. I believe the testimony is almost identical, sir. 
Page 100 of the hearings, sir. 

Mr. Hempuiuy. Of the House hearings? 

Mr. Damiani. That’s right, sir. 

Mr. Hempnity. What paragraph is that? Section III, the last 
paragraph on page 100? 

Mr. Damiani. That is right, sir. The reference to it is—that is 
the second paragraph of section III, Congressman: 

We have previously requested of the canal administration the deletion of section 
Ill. They have informed us that although no change in the existing status 
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governing the compensation of these employees was contemplated, the repealing 
of section I (c) of Public Law 207, of the Ist session of the 82d Congress was 
pertinent to the implementation of the single wage plan. 

And, we find fault with that statement, Congressman, in that we feel 
there is no adverse effect or harmful effect against the implementation 
of the single wage plan. 

Mr. Hempaitt. In other words, you feel that, if we continued the 
exclusion of the policemen, firemen, and teachers, it wouldn’t have any 
harmful effect on what we’re trying to accomplish? 

Mr. Damiani. That is right, sir. 

Mr. Hempwity. Well, what harmful effect would it have if they 
were included? 

Mr. Damiani. Prior to getting section, I mean, Public Law 207 
and prior to our establishing section 804, which tied the postal group 
into Public Law 68, our employees in the teacher, fire, and postal 
groups were anywhere from 1 year to 2 years behind in increases. 
The Governor has no authorization or budgetary money to give this 
increase effective at the same time the District of Columbia people, 
upon whose salaries—of our teachers, firemen, and police officers—are 
based. However, he was authorized and directed under section 804 of 
Public Law 68 and section I (c) of Public Law 207—it made it manda- 
tory that our employees here, in those three groups, be given the same 
rate of increase effective the same date, 

Mr. Hempuiuu. Well, actually, isn’t that what the Governor was 
talking about accomplishing by the suggested amendment he recom- 
mended? 

Mr. Damiani. I believe he intends doing that administratively, 
Congressman Hemphill. And, we have found in the past that it 
hasn’t worked out to our advantage. 

Mr. Hempuity. Well, what experience have you had? You say 
you have found out in the past—have you had experience here? 

Mr. Damiani. Yes, sir. 

Mr. Hempuitu. What sort of experience? 

Mr. Damrant. May I call on another of my colleagues? 

Mr. Hempuiiy. Why, certainly. 

Mr. Damrant. Brother Hatcher, would you want to come up? 

Mr. Youna. Mr. Hatcher. 


STATEMENT OF JAMES HATCHER, PRESIDENT, CANAL ZONE 
POLICE LODGE, NO. 1798, AFGE, BALBOA HEIGHTS, C. Z. 


Mr. Hatcuer. Mr. Chairman and members of the committee, my 
name is James Hatcher. I am at the present time president of the 
Canal Zone Police Lodge, No. 1798, AFGE. At this time I’d like to 
make a statement for the record. When I appeared before your com- 
mittee on June 22, I was president of the Canal Zone Police Associ- 
ation. And the statements and commitments we made at that time 
we would like to reiterate. We still maintain that stand. And 
rather than to read all the statements we have we would like for the 
committee to refer back to the testimony on record. That would 
simplify the time element. 

In connection with the act of October 25, 1951, Public Law 207, 
that is the first mandatory pay raise that we had given to us by Con- 
gress. Prior to that time, in 1948, the Canal Zone policemen got a 
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pay raise 1 year late, by a similar action in Congress, that, was enacted 
on June 1, 1949, made retroactive. It was a specific law that| applied 
to the Canal Zone policemen. It also applied to two other ‘groups, 
the teachers and firemen. 

Prior to these times, the Canal. Zone police were always a year or 
two in arrears. Administratively, the Governor of the Panama Canal 
could not give us a raise in pay.. They had to ask for it on a budgetary 
request which is always a year or two in advance. And then, if 
Congress did not authorize that, the pay raise would not, be given 
to us. A check into the records of the Canal Zone policemen’s pay 
will show that, prior to the case in the Court of Claims, which was 
awarded on July 10, 1950, in the case of Louis Barker versus the Gov- 
ernment, we were not included in the 1945 pay act; by decision of 
the Court of Claims, they ruled we were, thus giving us the advantage 
of our overtime pay, holiday pay, and night differential. 

It is our opinion then that the Governor of the Panama Canal 
Company can not give us raises in pay without congressional, action 
and we are strongly urging the committee to give cognizance to. the 
request that we made for the deletion of section 203 as it applies to 
the Canal Zone policemen. 

Mr. Hempuity. Well, my question that was to Mr. Damiani or 
Mr. Breakfield was whether or not the amendment, as proposed by 
Governor Potter, that the Governor be given the administrative 
prerogative of giving such additional compensation to perform the 
services down here for the United States, whether or not your group 
would endorse such an amendment, why such an amendment wouldn’t 
protect you. 

Mr. Harcner. As Canal Zone policemen, we don’t feel that that 
amendment would protect us, sir. 

Mr. Hempuiiu. Well, what’s your comparative position now as a 
Canal Zone policeman? Do you feel that you are not getting adequate 
pay or pay comparable to other positions in the zone? 

Mr. Harcuer. We feel that the pay we are getting now, based 
upon the laws which give us additional fringe benetits, must be 
retained by congressional action until we get something definite. 

Mr. Hempui.u. It must be retained? 

Mr. Hatcuser. Yes, sir. By that | mean by the present laws 
which Congress has been considering. 

Mr. Hempuu. Is there anything in this legislation which would 
destroy your present pay scale? 

Mr. Harcuer. The deletion of the October 25 act of 1951 and 
Public Law 207 will take us out from the mandatory pay. increases 
when the Washington police get a pay raise. It will put us at the 
discretion of the Governor of the Panama Canal Company who can 
or cannot—it leaves him in a permissive status. And, from past 
experience, we have found out that permissive status has been harmful 
to our pay and fringe benefits. We would rather stay under a manda- 
tory status. 

Mr. Hempuuw. Yes, but your reasoning along that line, as I under- 
stood it, was because of the fact that it required congressional action, 
some time ago; whereas, this particular amendment would relieve the 
Congress of the necessity of that action if the Governor of the Canal 
Zone had the right to do it as an administrative action. Isn’t that. 
correct? 
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Mr. Damiant. Might I answer this, Congressman Hemphill? 

Mr. Hempume. Yes. 

Mr. Damiani. Public Law 207, which Mr. Hatcher was speaking of, 
is one of the few places that we have reference to our salary scale, 
as far as the policemen, firemen, and teachers are concerned. It is 
one of the few places by law where we have that reference. To em- 
phasize the importance of the section which is going to be deleted in 
section III of the bill, which also includes section 804 and Public 
Law 68, it should be noted that the postal group in the Canal Zone, 
though ‘the Governor was authorized to grant them an increase, did 
not receive the corresponding pay increase provided for the postal 
field service by the 82d Congress because it was administratively 
determined they were not entitled to the full increase which was 
granted the postal field service employees. We feel that we will 
revert back to that same position. However, maintaining the present 
law that is in effect, which is not harmful to the implementation of 
the treaty, assures us of the same increase in pay, effective as of the 
same date, which they never have received in the past. 

Mr. Hempuiti. But, you haven’t answered my question. Since 
he has based his reasoning on something that the amendment of 
Governor Potter would eliminate, that is, the necessity for congres- 
sional action—then, there being no necessity for congressional ac tion, 
if he has the administrative prerogative, then doesn’t that reasoning 
fall by the wayside? 

Mr. Damrant. No, Congressman Hemphill, we feel that is per- 
missive, and that is what we have fought for the past 15 years 
Only up until 1951 did we get, by congressional direction, something 
more than permissive language. 

Mr. Hempuitu. Well, now, I gather from this then that you have 
no objections to his having the administrative prerogative to set up 
security positions, but you do insofar as the firemen, policemen, and 
teachers are concerned—and postal workers? 

Mr. Damtant. The Governor, I believe, today has the adminis- 
trative prerogative, as far as the salary sc ale is concerned, too. It’s 
by section 81, title II of the Canal Zone Code that he pays us the 
salary. 

Mr. Hempuiiy. That’s true, but you think that he should have 
that as to others but not as to the firemen, policemen, teachers, and 
postal workers? 

Mr. Damiani. The reason for that—you take the wage-board 
group, Congressman: Hemphill, we are administratively based. We 
use the system of 9 Navy yards—an average of 9 Navy yards—to 
determine a journeyman level. However, we are administratively 
determined by that. The Governor has that determination. The 
classified groups are the same way. While they use the GS pay 
schedule, it’s by the Governor’s administrative prerogative that the 
salaries are based on that sehedule. 

Mr. Hempniii. Thank you. 

Mr. Youna. Are there any further questions of Mr. Damiani or 
Mr. Hatcher? If not, gentlemen, we appreciate your appearing 
before this committee. 

Mr. Damrantr. Thank you very much. 

Mr. Youna. The next. witness to appear before the committee is 
from lodge 14, American Federation of Government Employees, 


AFL-CIO, Mr. Rufus M. Lovelady, president. 
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STATEMENT OF RUFUS M. LOVELADY, PRESIDENT, LODGE 


NO. 14, AMERICAN FEDERATION OF GOVERNMENT EMPLOYEES, 
AFL-CIO, BALBOA HEIGHTS, C. Z. 


Mr. Lovetapy. Thank you, Mr. Chairman and members of the 
committee. 

Mr. Youne. Mr. Lovelady. 

Mr. Lovetapy. For the record, I am Rufus M. Lovelady, president 
of lodge 14 of the American Federation of Government Employees. 
I submitted to your subcommittee on July 9 of this year, Mr. Chair- 
man, a 1 2-page statement, and that statement still stands. Our 
position now is the same as it was then, and I should like only to take 
about 5 minutes of your committee’s time to reemphasize 1 section 
of our testimony at that time, or 1 paragraph. Paragraph 8, appear- 
ing on page 7 of my prepared statement, reads as follows: 

It is our understanding that the proposed grandfather provision has been inter- 
preted to mean that an employee in a position which evaluates at grade GS-3 or 
lower will have his pay “‘frozen’’ at the rate he is receiving on the date immediately 
prior to the conversion of his position to the locality rate for the position as long 
as he remains in the same position or a position of equal or higher grade, but that 
he will not thereafter be eligible to receive any of the periodic or longevity step 
increases to which he would otherwise be entitled. We think that to deny such 
employees the right to earn and receive such periodic and longevity increases is 
contrary to the intent of the Senate when it gave its consent to the ratification of 
the 1955 treaty. 

For example, on page 12 of its Executive Report No. 11 of July 26, 1955, the 
Senate Foreign Relations Committee said in pertinent part that: 

“The committee was particularly concerned whether American employees would 
be adversely affected by the single-wage scale in view of the testimony of labor 
representatives before the committee—”’ 


and further— 


“The committee attaches great importance to the necessity of keeping the inter- 
ests of all United States citizens in mind during this survey and of avoiding any 
formula which would adversely affect them.” 

We asked the Senate Post Office and Civil Service Committee, in 
our testimony before that committee on June 20 of this year, to pro- 
vide amendment in the legislation so as to allow those 200 or so 
employees, who will be gr randfathered in grades below GS-4, to 
continue to advance horizontally through the within-grade steps of 
their respective grades, so long as they remain in the position. We 
understand it is the interpretation of certain officials in Washington 
that, when this treaty is implemented and goes into effect, those 
American citizens—and I might say some Panamanians as well— 
are grandfathered, and that becomes a personal rate for them, that 
they will not thereafter be allowed to advance to the higher within- 
grade steps periodically nor would they even receive the benefit of 
increased rates of pay, should Congress enact such legislation—which, 
incidentally, Mr. Chairman, we hope: your committee will do next year. 

In its report, No. 774—by Senator Johnston of South Carolina— 
the committee had this to say, in connection with this, and I’m 
quoting from the report: 

In the allocation of jobs under the new pay plan, some positions may be placed 
in grades at a lesser rate. The principle of protecting employees against the loss 
of pay in similar circumstances is well established. The protection of this section 
continues only while the employee continues to occupy the same position or one 
with a rate for an employee to receive the benefit of normal within-grade increases 
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or general pay increases to which he otherwise would be entitled except for the 
conversion to the new pay plan, 

The provision referred to there, Mr. Chairman, by the Senate in 
making this report is on page 3 of both bills. Incidentally, I have 
S. 1850 before me, in which the Senate inserted—and, if you have 
H. R. 6708 before you, on line 7 of page 3, after the word ‘‘receive”’ 
insert ‘“‘a rate not less than.’’ According to the Senate committee’s 
report, that would assure the people who are frozen the right to 
advance through their grade horizontally until they reach the top of 
the grade or until they Sas the position. 

We respectfully request your committee, Mr. Chairman, to amend 
this legislation to permit that. We do not believe that it is in keeping 
with the intent of Congress to establish a formula that will adversely 
affect these people who become the victims of the treaty implementing 
legislation—and I don’t use the word “‘victims”’ disparagingly at all— 
but our interest is those who are caught in these lower grade positions 
and are frozen in them. We would like for the committee to either 
put in legislation or to so state in its report, when you report the bill, 
that it is the consensus of the House of Representatives and this com- 
mittee that these people—200, 230, or 240, however many there are— 
will be permitted to continue to advance horizontally through their 
positions so long as their conduct and service is satisfactory. 

That concludes my statement, Mr. Chairman. I shall be glad to 
answer any questions the committee may have, if I can. 

Mr. Youna. Thank you, Mr. Lovelady. Are there any questions 
by any members of the committee? 

Mr. Hempaity. Just one question. 

Mr. Youna. Mr. Hemphill. 

Mr. Hempuitt. If the amendment proposed by you and which is 
contained in S. 1850, as reported to the Senate, is included, what 
would be the cost to the Government—the additional cost—could you 
give me an idea? 

Mr. Lovetapy. I think, Mr. Hemphill, that the cost would be very 
negligible, because I think—and I believe it has been stated—that 
there are only approximately 200 of those people. The within-grade 
step in those low grades is $168.75 a year. And, of course, as a person 
terminates for any reason—resignation, death, retirement—that posi- 
tion would no longer be filled by a person who is entitled to that 
saving benefit. Eventually, it would wear itself out and there would 
be no additional cost. 

Mr. Hempuiu. Ot course, the first year’s cost of the stepping up 
would be $33,000, is that right? $33,750 would be the initial cost of 
making that upgrading; is that correct? 

Mr. Lovetapy. That is perhaps right because, under the present 
law, as I’m sure you know, an employee advances to his next within- 
grade step after 52 weeks of satisfactory service at the next lower 
step—that’s automatic. 

Mr. Hempuity. Well, how would that cost be calculated, say, over 
a period of—let’s say 10 years? 

Mr. Lovetapy. Well, your guess is about as good as mine. If we 
assume that these GS—2’s and GS—3’s stay in those positions, the cost 
would be a fairly appreciable amount. 1 think experience has shown 
that they don’t stay in those positions over a long period of time. 
They progress to the higher grades if they stay in the service or they 
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become dissatisfied in dead-end positions and leave. Very few of those 
people are now at the top step by having remained in grade for 6 or 7 

ears and advancing to the top step by their length of service. I 
Geliewe ‘hist fair treatment and the moral obligation that is owed to 
those people who are caught far outweigh the monetary amount 
involved. 

Mr. Hempuiiu. But, you have no actual experience or actuarial 
calculations on which you could tell us the projected cost? I’m not 
trying to be particular. 

Mr. Lovetapy. No. But, I’d be willing to make this statement, 
Mr. Hemphill, that as long as it lasts—say it does last 10 years—it 
wouldn’t amount to $50,000. 

Mr. Hempuity. How much was that? 

Mr. Lovetapy. $50,000. 

Mr. Hemputtt. All right, thank you, sir. 

Mr. Youna. Are there any other or further questions of Mr. 
Lovelady? If not, thank you very much, Mr. Lovelady. 

The next witness, from the National Federation of Federal Em- 
ployees, is Mr. William Kongable, a member. 


STATEMENT OF WILLIAM C. KONGABLE, PRESIDENT, LOCAL 595, 
NATIONAL FEDERATION OF FEDERAL EMPLOYEES, BALBOA 
HEIGHTS, C. Z. 


Mr. Koneasue. Mr. Chairman, my name is William C. Kongable, 
president of local 595. 

Mr. Youna. Mr. Kongable, do you have a prepared statement 
there? 

Mr. KonGaBte. Yes, sir. 

I have been employed by the Signal Corps, USARCARIB, for the 
past 12 years. 

Local 595 was organized in 1937 and the members are composed of 
United States citizen employees of the Army, Air Force, Navy, and 
other United States Government agencies in the Canal Zone. 

I deeply appreciate this opportunity to appear before this com- 
mittee and present the views of the members of our union. 

Local 595 is in agreement with the basic principles of equal pay for 
equal work as proposed in H. R. 6708. However, we feel that the 
administrative implementation of H. R. 6708, as discussed in the 
previous hearings, would be detrimental to the United States citizen 
and the United States Government. 

We feel that the only equitable method of establishing the principle 
of equal pay for equal work would be to evaluate all positions, regard- 
less of grade, at the United States compensation rate. United States 
citizens occupying any position should receive United States wages, 
plus allowances for overseas employment. Non-United States citizens, 
occupying the same position, should receive the same rate of pay, less 
overseas differential, taxation differential, and other fringe benefits 
normally given to overseas employees. 

Previous testimony indicates that positions above a certain grade 
level, whether occupied by United States or non-United States citizens, 
will be compensated for at United States pay rates; while those posi- 
tions below this grade level, whether occupied by United States or 
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non-United States citizens, will be compensated for at locality wage 
rates. 

In our opinion, the establishing of a cutoff point is a circumvention 
of the principle and intent of H. R. 6708 and item 1 of the memo- 
randum of understandings between the United States and the Republic 
of Panama. Furthermore, the establishing of the cutoff grade, we feel, 
will be detrimental to United States citizen employees of the Canal 
Zone, and not in the best interests of the United States Government. 

Nowhere in the testimony given to this committee in Washington, 
D. C., have we found any statement regarding the rights and privi- 
leges of the United States citizen employee being hired in a position 
7 be compensated at locality rates. We understand that such an 
employee will lose overseas and tax differential, travel, and other 
leave benefits enjoyed by the United States employee occupying 
United States rate compensated positions. Will such employees also 
lose Canal Zone and/or Department of Defense privileges which 
include housing in the Canal Zone, schooling, and commissary privi- 
leges? 

At the present time there are United States citizens who are em- 
ployed in positions that are proposed to be compensated for at the 
locality rate. It is, therefore, indicated that, in the future, United 
States citizens will continue to seek employment in proposed locality 
rate positions. Examples would be: Children of United States 
citizen employees of the Canal Zone Government agencies who have 
finished schooling and desire Government employment; the heads 
of families who lose positions compensated for at United States rates 
to remain in this area due to family or health reasons or in expectation 
of rehire at previous or equivalent rates. The establishment of this 
arbitrary cutoff point will, we feel, adversely affect the United States 
Government in both the loss of trained and experienced personnel 
and loss of productivity through lowered morale of those forced to 
take locality-rate positions. The United States citizen will be forced 
to return to the United States with a resultant recruitment problem 
at a later date for the United States Government. Were he able to 
accept a lower graded position without a severe loss of compensation 
and privileges, he would remain in the area and his skills would be 
available in the future and eliminate costly stateside recruitment. 
Further, we know from experience that, when any person suffers a 
severe loss in compensation and privileges—and this applies to United 
States and non-United States citizens also—he will, because of the 
blow to his pride, morale, and pocketbook, tend to reflect his feelings 
in his work performance. 

Therefore, Local 595, National Federation of Federal Employees, 
proposes that all positions be compensated for at United States rate 
of pay, regardless of grade level and that the only difference be 
overseas and tax differentials and other fringe benefits. The benefits 
that will accrue to the United States Government, we feel, will more 
than pay for any artilicial savings to be found in the proposed dual 
pay standard. That is my testimony, sir. 

Mr. Youna. Thank you, Mr. Kongable. Are there any questions 
from any members of the committee? 

Mr. Hempuitu. I am not sure about this statement——— 

Mr. Youne. Mr. Hemphill. 
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Mr. Hempatuu. I am not sure about this part of your statement, 
that’s on page 1, in the last paragraph, in which you said you under- 
stood that such employees, contemplated in this legislation, would 
lose overseas and tax differentials. Do you mean that this legislation 
proposes that? 

Mr. Koneaste. I understand that—if a United States citizen takes 
a locality pay rate, we are not sure but that he will lose all his other 
benefits. 

Mr. Hempuiity. What do you mean, you are not sure—you are not 
sure whether the legislation says he will or he will not? 

Mr. Konaasue. That’s right, I’m not sure. 

Mr. Hemputin. But, you haven’t heard any testimony to the effect 
that he will, have you? 

Mr. KonGaBLe. No, sir. 

Mr. Hempniiu. Are you aware of any? 

Mr. KoncaBue, No, sir. 

Mr. Hempntiy. Thank you, sir. 

Mr. KonaaBste. Yes, sir. 

Mr. Youna. Are there any further questions of Mr. Kongable? 
Thank you very much, Mr. Kongable. 

Now, that concludes the schedule of witnesses originally scheduled, 
and on my schedule here, to appear in the first afternoon of the 
hearing. In deference to our wonderful little stenographer who has 
been taking down these hearings, I propose that we recess for 10 
minutes, at which time we will resume the hearings. And, I will 
read now a list of the witnesses that we will expect to hear from before 
we conclude these hearings. And, I hope as many as there are present 
here this afternoon remain and prepare to testify when we resume. 
Harold W. Williams, of the Local 900, American Federation of State, 
County, and Municipal Employees, AFL-CIO; Mr. Jose de la Rosa 
Castillo, president of the Local 907, American Federation of State, 
County, and Municipal Employees; Mr. R. C. Daniel, general chair- 
man of the Order of Railway Conductors; Mrs. Mary Rose, member 
of the Isthmian Nurses’ Association; Mr. William Tyson, counsel of 
the Canal Zone Pilots’ Association; and the following of the United 
States Citizens’ Association, Mr. J. W. D. Collins, president; Mr. 
LaVern Dilweg, counsel; Mrs. Frances E. Longmore, trustee. 

The committee will stand in recess for 10 minutes and will reconvene 
sharply in 17 minutes until 4 o’clock. 

(Thereupon, at 3:33 p.m., the hearing was recessed until 3:43 p. m.) 

(Thereafter, at 3:43 p. m., the hearing reconvened, all persons who 
were present before the recess being present.) 

Mr. Youna. The hearing will please come to order. Is Mr. Harold 
W. Williams, member of the Local 900, American Federation of State, 
County, and Municipal Employees, AFL-CIO, present? He is not 
here. Is Mr. Jose de la Rosa Castillo here? 

Mr. CastILuo. Yes, sir. 

Mr. Youna. We'll now hear from you, Mr. Castillo. Take the 
witness stand. 
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STATEMENT OF JOSE DE LA ROSA CASTILLO, PRESIDENT, LOCAL 
907, ARMED FORCES EMPLOYEES’ UNION, AFFILIATED WITH 
THE AMERICAN FEDERATION OF STATE, COUNTY AND MUNIC- 
IPAL EMPLOYEES, AFL-CIO, BALBOA, C. Z. 


Mr. Castitio. 1 am accompanied by the secretary of my union. 

Mr. Youne. He may accompany you there. Proceed. 

Mr. Castitito. Thank you. 

Mr. Youna. Mr. Castillo. 

Mr. Castitto. Mr. Chairman and members of the subcommittee, 
I am Jose de la Rosa Castillo, president of Local 907, Armed Forces 
Employees’ Union, affiliated with the American Federation of State, 
County, and Municipal Employees’ AFL-CIO. I am accompanied 
by Mr. Hesketh Minott, secretary of this local union. This state- 
ment is offered on behalf of the Panamanian employees of the United 
States Army, Navy, and Air Forces in the Canal Zone. 

As expressed i in our previous appearance before this subcommittee 
in Washington earlier this year, it is our most earnest desire that bill 
H. R. 6708 be approved as soon as possible. Enactment of this bill 
and application of the principles of the Memorandum of Understand- 
ings are necessary and urgent. However, the present implementa- 
tion plan is merely a step towards the fulfillment of our aspirations. 
Among other things, it contemplates that only Panamanians occupy- 
ing positions in grades GS-4 and above, and WB-15 and above will 
receive United States pay rates minus the overseas differential, minus 
the tax factor; this, of course, leaves unprotected the vast majority of 
Panamanian workers who also lost their duty free and commissary 
privileges which represented a loss of approximately 25 percent of 
our purchasing power at that time. 

We strongly urge the adoption of the following recommendation as 
a temporary remedy to this situation: (a) That any salary adjust- 
ments affecting employees in the proposed United States rates should 
equally and simultaneously be applied to those employees in the local 
rates, until such time as all employees are included in the United 
States rate pay schedule, which is our ultimate goal. It is our con- 
viction that a satisfied employee is the core of a sound and productive 
organization. We assure you, gentlemen, that the so-called cutoff 
point can never be justified and as long as it exists it will be a source 
of dissatisfaction to those adversely affected. It appears to be dis- 
criminatory and, as such, is a complete reversal of the principle of 
equity. (6) The proposed plan indicates that all Panamanian em- 
ployees falling in the proposed United States pay rates will be forced 
down to the entrance rates of the grades they occupy. 

We believe that after an employee has worked for 7 years or more 
to reach the maximum of his grade it is only fair that he should retain 
his seniority. Therefore, we recommend that all employees so affected 
be permitted to retain their seniority in-grade rates as practiced by 
the Civil Service Commission. 

(c) To avoid “labor conditions detrimental to the maintenance of 
the minimum standard of living necessary for health, efficiency, and 
the general well-being of the workers,” we propose a minimum of $1 
per hour instead of the inadequate and unrealistic 50 cents per hour 
now in effect in the Canal Zone. 
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(d) We strongly oppose needless examinations for any employee, 
Panamanian or otherwise, who has satisfactorily held his present 
position or grade for 2 years or more. We feel that such employees 
have definitely established their ability to do the job satisfactorily, 
and should be granted permanent status for the position or grade 
they hold. 

(e) We welcome the incorporation of all local rate employees of 
the Panama Canal Company-United States Government into the 
Civil Service Commission retirement system. Local rate employees 
of the Armed Forces are already covered by this system. But so as 
to avoid the deplorable situation now facing a great number of former 
Company-Government employees who deserve a much better fate 
than the present cash-relief system, we urge approval of this section 
of the bill. With a cash-relief maximum of $45 per month and the 
spiraling cost of living, anything less than full retirement would tend 
to deprive these worthy employees of at least an adequate standard 
of living at the end of their working days. Since there are fears for 
the financial status of the system, we suggest that employees be 
allowed to contribute to the fund through payroll deduction for those 
years of their service not covered by contributions. This would 
permit about 12,000 employees to contribute about $120,000 a month 
or nearly $1.5 million a year to the retirement fund. Although this 
would not offset the present deficit, nonetheless, it would help both 
the fund and the employees. 

To conclude, we again declare our full support of bill H. R. 6708. 
We also suggest that, if for any reason, this bill is not enacted into 
law during the next session of Congress, that all Canal Zone agencies 
be authorized to administratively put into effect the present plan 
with the modifications recommended herein. 

We thank you for this opportunity to be heard by the members of 
this subcommittee and hope to be able to come again. We will be 
happy to try to answer any questions the committee may have. 

Mr. Youne. Thank you, Mr. Castillo. Are there any questions 
from any members of the committee? Mr. Hemphill. 

Mr. Hempuiuu. You testified in Washington some time ago—— 

Mr. CastTILLo. Yes, sir. 

Mr. Hempui.u. I believe it was July 9, but I don’t 

Mr. CastTILLo. June— 

Mr. HempuHity. June 22. 

Mr. CastiLuo. Yes, sir. 

Mr. Hempuniuu. You had some question in your mind at that time— 
that, if this legislation were enacted, it might be that some people, 
after the year that’s required has passed, would go under the retire- 
ment system and receive less than they would under the Cash Relief 
Act. Do you still think that? 

Mr. CastTILLo. Well, sir, this is quite possible. But, if we—like I 
suggest here—under the retirement system, let these people contribute 
through payroll deductions, they could receive a little—something a 
little better than what they would receive without any contributions. 

Mr. Hempuityi. But, you don’t want them to have the alternative? 

Mr. Castiuuio. I beg your pardon. 

Mr. Hempuitu. In other words, do you want them to have the 
retirement or do you want them to have the cash relief or do you want 
them to have both? 
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Mr. Casti.txo. No, sir; retirement. 

Mr. Hempuityu. Retirement—all right, you’re satisfied with that? 

Mr. Castitio. Yes, sir; 100 percent for retirement. 

Mr. Hempuiu. All right, thank you so much. 

Mr. Youna. Are there any other questions, Mr. Dennison or Mr. 
Scott? 

Mr. Dennison. No. 

Mr. Scorr. No. 

Mr. Younae. Thank you very much, Mr. Castillo. 

Mr. Castitio. Thank you very much, sir. 

Mr. Young. Has Mr. Harold W. Williams arrived vet? No. 
Mr. R. C. Daniel, general chairman, Local 690, Order of Railway 
Conductors—I understand that he is on a train run at this time. Mrs. 
Mary Rose, member of the Isthmian Nurses’ Association. 

Mrs. Roser. Yes. 

Mr. Youna. Mrs. Rose, we will now hear from you. 


STATEMENT OF MRS. MARY ROSE, CHAIRMAN OF THE ECONOMIC 
SECURITY COMMITTEE OF THE ISTHMIAN NURSES’ ASSOCIA- 
TION, BALBOA, C., Z. 


Mrs. Rosse. Mr. Chairman and members of the committee, my 
name is Mrs. Mary Rose. Iam a registered nurse and chairman of the 
economic security committee of the Isthmian Nurses’ Association. 
The Isthmian Nurses’ Association is an organization composed of 
professional registered nurses, and a constituent branch of the Ameri- 
can Nurses’ Association. I have with me Mrs. Adelia De Vore who is 
a member of the Isthmian Nurses’ Association. 

Basically, we are in accord with the legislation under consideration. 
However, we are gravely concerned as to the impact and adverse 
effect the exemption from the provisions of the Classification Act of 
1949, as amended, will have upon our status, wage rates, and future pay 
increases. 

We are aware that certain employee groups are at present and will 
continue to be administratively based upon enactment of H. R. 6708. 
We are also aware of the action taken by our Congress within the past 
few years when they felt it necessary to enact legislation establishing 
and protecting wage bases and rates for such groups as the Canal 
Zone teachers, policemen, fire fighters, postal, and ship pilots. We ask 
no more that we be accorded the same treatment and consideration. 
Evidence for the need of legislative authority is apparent by the fact 
that nurses employed in the United States under civil service have 
been upgraded beginning June 1955. The professional nursing 
positions in the Canal Zone are established by the criteria set forth by 
the United States Civil Service Commission, yet the nurses employed 
here have not received this increase in grade to date. 

We respectfully request this committee consider incorporating into 
an existing statute, or by separate legislation a reference of law, per- 
mitting our Governor to maintain comparable rates with our state- 
side counterparts. It then would be by this reference that our 
Governor could either through annual appropriations or enabling 
legislation receive funds to adjust our compensation rates. I am 
certain this committee will agree that assurance of identical treat- 
ment is essential to the morale of employees, more especially in light 








IMPLEMENTING A TREATY WITH REPUBLIC OF PANAMA 147 


of the merit system plan the administration proposes to place into 
effect. The merit system as we understand it, limits the appeal of 
our rights to a board to be selected by the heads of the Government 
agencies in the Canal Zone. 

Under the present criteria for professional nursing positions in the 
Canal Zone, persons employed in these positions must be registered 
to practice professional nursing in one or more of the United States, 
its Territories, or the District of Columbia. All applicants must be 
citizens of the United States or the Republic of Panama. 

Licensure, we call to the committee’s attention, denotes the mini- 
mum education and competence deemed adequate to guarantee the 
safe practice of professional nursing. It is our unanimous opinion 
this requisite alone is inadequate to maintain a high standard of 
nursing in the Canal Zone. At the present time graduates of the 
training school of the Republic of Panama are eligible for registration 
in several of the United States by establishing residency. This does 
not mean however, that a hospital within those several States will 
employ a graduate of the Panamanian training school on their staff 
as a registered nurse. Professional nursing education in the Repub- 
lic of Panama is not protected by licensing of nurses nor by accredi- 
tation of a nursing educational program as in the United States. 

We emphasize the fact, that only 2 years of high-school education 
is required to enter the School of Nursing in Panama. It naturally 
follows that the curriculum at Santa Tomas must be set at that level. 
Nursing is not looked upon as a profession in any Latin American 
country. It is looked upon as ‘maid service,”’ hence the prime requi- 
sites are substandard. We endorse fully the position of the American 
Nurses’ Association in advocating that the entrance requirements and 
the professional training of any United States accredited school of 
nursing should be the qualification criteria for employment as a regis- 
tered professional nurse in the Canal Zone. 

In the Republic of Panama there are approximately 60 nurses per 
100,000 population as compared to 250 per 100,000 in the United 
States. Unfortunately, Panama has but one small nurses’ training 
school, which receives assistance of the International Cooperation 
Administration. There are five United States nurses attached to the 
ICA mission and they are striving to improve the nursing service in 
Panama. This Panamanian training school will graduate but 28 
nurses this year. Irrespective of treaty commitments, from a humani- 
tarian aspect we are fostering a grave injustice upon the citizenry of 
Panama if we deprive them of these desperately needed graduate 
nurses with the inducement of higher remuneration in our Canal Zone 
hospitals. We fail to see how we, the United States, are aiding a sister 
Republic wherein we establish and assist in educational training cen- 
ters and programs if we then utilize for our own benefit, these graduate 
nurses. 

Because of the special demands upon the nursing service in the 
Canal Zone, such as programs in research, psychiatric, and mental 
education, aside from language barriers, it would be in the best 
interest of all concerned to recruit qualified nurses from the United 
States. This would, in effect, help to resolve the critical problem of 
the nursing shortage in Panama and would permit Panama to utilize 
and receive the full benefits of her training program. The figures 
speak for themselves. At Santa Tomas Hospital the average census 
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is 900; for this patient load there are 204 nurses. At Gorgas Hospital 
the average census is 285 with 135 nurses. 

Gorgas Hospital is a medical center used by all embassies and 
military missions of Central and South America and by the crews and 
passengers of transiting vessels, both American and foreign. The 
care and treatment received by non-United States citizens cannot 
help but reflect in part, what they think of the United States. 
Further, our country is obligated to provide whenever possible, the 
finest medical care to its employees in this and other overseas bases. 

In summary, we seek the assistance of this committee in establish- 
ing by congressional action, similar wage and status protection 
afforded other United States employees. 

We respectfully urge that the committee incorporate within their 
report of H. R. 6708, that the criteria for employment as a registered 
professional nurse in the Canal Zone be equal to standards of the 
United States accredited schools of nursing. We are of the firm 
belief that the best interest of our Nation and that of the Republic 
of Panama would best be served by this action. 

To further support a statement we made earlier that the canal 
should recruit qualified nurses from the United States is the fact that 
the language of the Canal Zone hospitals is English. In medicine, 
clear interpretation of written as well as oral orders are a necessity. 
Upon occasion this may well mean the difference of the recuperation 
of a patient or a tragedy. 

The correct psychological approach is one of the foremost duties 
of a nurse. She must help to alleviate the fears of both patient and 
family, during the patient’s hospital stay, and in orienting the patient 
in taking his place in society following dismissal from the hospital. 
There is no room for, nor should there be a language barrier between 
patient and nurse. 

In order that our last statement not be misconstrued, the Isthmian 
Nurses’ Association wishes the record to show that we believe a profes- 
sion as dedicted as the nursing profession, should place no emphasis 
at all upon nationality; rather, the applicant for employment in a 
United States hospital should meet the requirement of the United 
States accredited schools of nursing. We are hopeful that a con- 
certed effort be instigated to improve and raise the standards of 
nursing education throughout the world. 

Mr. Chairman and members of the committee, we appreciate the 
opportunity of presenting the views of our organization and we thank 
the committee for their patience. Mrs. De Vore and I will be most 
happy to try to answer any questions you may care to ask. 

Mr. Youna. Mrs. Rose, are these ladies in attendance here asso- 
ciated with you—at the table just below there? 

Mrs. Rosn. Yes, they are, sir. 

Mr. Youna. I wonder if you would introduce them—present them 
to the committee and to the audience. 

Mrs. Ross. Miss Elizabeth Marsh is our president of the Isthmian 
Nurses’ Association. 

Mr. Youna. Miss Marsh. 

Mrs. Rost. Mrs. Kenry Skeie, who is on our board of directors. 

Mr. Youna. Mrs. Skeie. 

Mrs. Roser. And, Mrs. Koperski is our vice president. 
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Mr. Youna. Mrs. Koperski. We are very happy to have you all 
here in attendance. Now, are there any questions by any members of 
the committee of Mrs. De Vore or Mrs. Rose? 

Mr. Hemputtu. I’d like to ask them 1 or 2 questions. 

Mr. Youne. Mr. Hemphill. 

Mr. Hemputtt. If you please, do I understand your statement, in 
the middle of page 1, where you say, ‘‘We ask no more than that we be 
accorded the same treatment and consideration” to mean that you 
want the same exclusion that the firemen, postal workers, teachers, 
and policemen ask? 

Mrs. Ross. That’s right, sir. 

Mr. Hempunmu. And you are presently excluded under the law? 

Mrs. Rose. Yes; we are. 

Mr. Hempuiy. And the reason for exclusion, the reason for saying 
that, is that you feel that the Governor could either go through 
annual appropriations or enabling legislation to adjust your com- 
pensation rates; isn’t that correct? 

Mrs. Ross. That’s right, especially under the future merit-system 
plan that will be set up. 

Mr. Hempumu. Well, do you realize that, if the Governor had the 
money, it wouldn’t be necessary for him to ask Congress for any 
appropriation? 

Mrs. Rosz. Yes. Where would he obtain that money—through 
the budget? 

Mr. Hempunme. I beg your pardon? 

Mrs. Rosg. Where would he obtain that money—through the 
budget appropriations? 

Mr. Hempui. Well, it would depend on whether he had the 
money, sufficient money, in the budget appropriation, where it came 
from. But, if he had the money, he could adjust your compensation 
rates on a merit basis, without any enabling legislation, as I under- 
stand it. I think, if you will read the legislation, you will find that 
that’s contemplated. And I’m just wondering if you realize that that 
was in the legislation; that, if he had the funds, he wouldn’t have to 
go to Congress and say, ‘‘Can I raise these people upon a merit-system 
basis?”’” Did you realize that that was in there? 

Mrs. Rose. Not to that point or that degree. 

Mr. Hempum. Not to that degree. Well, if that were the case 
and if the Governor had that prerogative and if the Governor had the 
money, then, of course, I assume that you would automatically just 
receive the additional compensation. 

Mrs. Ross. I assume we would. 

Mr. Hempuiu. Well, as I understood the amendment proposed by 
him, to give additional compensation, that took care of any authority 
that he might wish from this legislation; did it not? Is that your 
understanding of it? 

Mrs. Ross. Yes; yes, I guess it is. We did feel, however, that to 
be—after we were out from under the provisions of the Classification 
Act of 1949, we would be more protected if we were protected by law. 

Mr. Hempuity. Well, that might be true in one sense, and it might 
not be true, because, if the present rate of other budgetary expenses 
continues, you might be in a much better position to have the pre- 
rogative in the hands of the Governor of the Panama Canal Zone. I 
don’t know, but it’s something you might consider because, with 
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the budgetary appropriations that we now have facing us, there are 
some very serious problems. And the problem of getting enabling 
legislation through at a later time would be quite a problem, I’m 
afraid. I just wanted to comment on that. Thank you. 

Mrs. Ross. Thank you. 

Mr. Casseiyi. Mr. Chairman, may I make a little clarifying remark 
there? I believe the ladies have a question in their mind on that 
particular point. 

Mr. Youna. Mr. Cassell. 

Mr. CasseLui. On the present salary arrangement, the various 
committees of Congress authorize raises, sometimes 2, 3, and 4 years 
apart, for those pe ople covered by the Classification Act and other 
provisions, where the salaries are set by the Congress. Now, under 
the ‘‘blue collar’ or the wage board, you get adjustme nts in that pretty 
nearly vearly—sometimes maybe a little longer than a year. But, 
under the provisions as set forth in this bill, it would not be nec essary 
to wait for the various committees of Congress to give you a raise. 
If a raise is due and the Governor has the money, he can administra- 
tively give you that raise every year, instead of waiting for Congress 
to act, maybe 2 years from now, to authorize the raise. That is the 
advantage vou get in this type of legislation. 

Mr. Dennison. Mr. Chairman. 

Mr. Young. Mr. Dennison. 

Mr. Dennison. If I understand Mrs. Rose’s point, it may be that 
a raise might not be accorded at certain times. So that the Governor 
has certain discretionary authority as to whether or not a raise would 
be granted. Am I correct? Is that your position? 

Mrs. Ross. You are very correct. 

Mr. Dennison. And you would prefer, so far as you and your 
organization are concerned, to be covered by the Classification Act 
and to take your chances with Congress rather than with the Governor. 

Mrs. Rose. That’s what I am worried about. 

Mr. Dennison. How many nurses do you represent? 

Mr. Youne. Suppose we take Mr. Dennison’s statement as a state- 
ment, not a question. 

Mrs. Rose. Thank you. There are 142 members of the Isthmian 
Nurses’ Association. 

Mr. Dennison. What is the average time that you nurses have 
served here in the zone? 

Mrs. Rosz. The length of service—I don’t understand the question; 
I’m sorry. 

Mr. Dennison. What is the average length of service of the mem- 
bers of your organization here in the zone? 

Mrs. Rose. All of our members are not employees, sir. They 
don’t—as long as they are a registered nurse—they don’t have to be 
employed to belong to the Isthmian Nurses’ Association. 

Mr. Dennison. But my point is: What is the average length of 
all nurses’ service here in the Canal Zone? 

Mrs. Ross. I’m sorry; we don’t know that, but we will be glad to 
get it for you. 

Mr. Dennison. Do you have any idea? Could you give me a 
rough estimate? 

Mr. Youna. Could you estimate it? 

Mrs. Ross. I have no idea 
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Mr. Dennison. | think that’s all. Thank you very much. 

Mr. Youna. Are there any further questions? If not, thank you. 

Mrs. Rosr. No; thank you. 

Mr. Youne. Thank you very much, Mrs. Rose and Mrs. De Vore. 
Is Mr. Harold W, Williams present—Mr. Harold W. Williams? No. 
Mr. Tyson will testify tomorrow. Mr. J. W. D. Collins, president of 
the United States Citizens’ Association? No. 

Mr. Cassetu. They will be ready tomorrow afternoon. 

Mr. Youna. All three of them? 

Mr. Cassetu.: Yes. 

Mr. Youna. Let me ask if any of our. staff —technical representa- 
tives here from the various departments involved here—whether or 
not they would like to make any comment by way of clarification of 
any of the positions taken by any of the previous witnesses. 

Mr. Wo.rspercer. My name is Ellsworth Wolfsperger, of the 
Department of the Army. There is one clarifying statement perhaps 
the committee may wish to inquire into, and that was the cost—the 
one point that was raised by one or more of the witnesses—as to the 
protection of employees resulting from the savings clause. It is true 
that the financial implication for these 120 or 220 positions would be 
perhaps somewhat insignificant as contrasted with certain other costs 
involved in this legislation. There is, however, a matter of precedent 
which you may wish to inquire into before making any changes 
because it is my understanding that the saving provided is as practiced 
in Government and in industry. It is directed toward saving the 
rate of pay which the man was receiving at the time and not saving 
what might be conjectured as his potentialities as of that time. Now, 
I am not in a position to say whether it is good or bad but it is a situa- 
tion which comes up in many, many other occasions in the Govern- 
ment service. So that, in considering costs, one, I believe, should 
consider the cost of the precedent as well as any cost that may be 
involved with these few personnel here. That is my only point, sir. 

Mr. Youne. Mr. Hemphill. 

Mr. Hempuiiy. Just a minute, Mr. Wolfsperger. Was that per- 
taining to the testimony of the witness, Mr. Lovelady, when I asked 
him about the $33,000? 

Mr. Wo.rsperGER. That’s right—yes, sir. 

Mr. Hempui.ti. Now, what concerned me about that was the fact 
that we were trying to get some experience—I just took a 10-year 
period arbitrarily because I don’t believe the legislation should last, 
without some amendment, any longer than that, certainly. But, 
wouldn’t the cost be more than any $50,000 over any 10-year period? 

Mr. Wo.rsprerGeR. Well, I looked at this. I haven’t attempted 
to compute it. But, I would be inclined to say it would be relatively 
small because of the experience that we have in the matter of turnover 
in this variety of job. If all the persons were to remain on the job for 
an indefinite period of time, then the cost would, no doubt, be con- 
siderably larger. But one must assume that the turnover experience 
will continue essentially as it has and that would indicate a somewhat 
small charge. 

Mr. Hempui.i. Then, am I to assume that the Department of the 
Army would include that phraseology, which was contained in the 
Senate bill, along that line? 
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Mr. WoursperGcer. It was my impression that it would be pre- 
ferred to have the terminology as stated in the current bill, rather than 
the explanation, if you will, as given in the Senate report. 

Mr. Hempaiiy. Thank you, sir. 

Mr. Youne. Has anybody got any further questions of Mr. 
Wolfsperger? Thank you very much, Mr. Wolfsperger. Do either 
of the other advisers have any further clarifying statement at this 
time? If not, then, ladies and gentlemen, that will conclude the first 
day of hearings of this subcommittee. The committee will now stand 
in recess until tomorrow morning at 10 o’clock. We stand in recess. 

(Thereupon, at 4:08 p. m., the hearing was recessed until 10 a. m., 
November 26, 1957.) 


IMPLEMENTING A TREATY WITH THE REPUBLIC OF 
PANAMA 


TUESDAY, NOVEMBER 26, 1957 


House or REPRESENTATIVES, 
SUBCOMMITTEE OF THE 
Committee ON Post Orrice anp Crvit Service, 
Balboa, C. Z. 

The subcommittee met at 10 a. m., pursuant to recess, in the Balboa 
Theater, Balboa, C. Z., Hon. John Young (chairman of the sub- 
committee) presiding. 

Present: Representatives Young, Hemphill, Scott, and Dennison. 

Also present: Henry C. Cassell, subcommittee counsel. 

Mr. Youna. The subcommittee will come to order. Before calling 
the first witness, it might be well to reiterate for the purpose of saving 
us much time, so as many witnesses can be ood as is physically 
possible, the committee would appreciate the witnesses being brief 
and to the point. And, where there are lengthy written statements 
filed, we would like to ask that the witnesses abide by the filing of the 
statement and simply confine their testimony to wit araphrasing so 
that it will not involve a lengthy and somewhat tedious process of 
reading the statement verbatim. 

The first witness to be heard this morning will be Mr. Harold W. 
Williams, member of Local 900, American Federation of State, County, 
and Municipal Employees, AFL-CIO. Is Mr. Williams available? 

Mr. Williams, you are recognized. 


STATEMENT OF HAROLD W. WILLIAMS, MEMBER, LOCAL 900, 
AMERICAN FEDERATION OF STATE, COUNTY, AND MUNICIPAL 
EMPLOYEES, AFL-CIO, BALBOA, C. Z. 


Mr. Wiuuiams. Mr. Chairman and members of the subcommittee, 
I am Harold W. Williams, legislative representative for local 900 of 
the American Federation of State, County, and Municipal Employees, 
AFL-CIO, the only authorized bargaining agent for the approximately 
10,000 non-United States citizen employees of the Panama Canal 
Company-Government. I am an employee of the Panama Canal 
Company and have been continuously employed in a clerical position 
in the Commissary Division for over 34 years. 

I have with me Mr. Nesbit Alexis, director, Atlantic region, who 
will serve as my consultant. 

We take the opportunity afforded at this time to join with those who 
have extended a cordial welcome to you in your visit to the Canal 
Zone and do hope that you have had or will have an opportunity to 
visit across the border and enjoy some of the wonderful scenery and 
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Panamanian hospitality which we know await you wherever you may 
go during your visit to our country. 

I consider it expedient here to be emphatic in stating that although 
we are not citizens of the United States, we do not in any sense of the 
word consider ourselves “‘aliens.”” As citizens of Panama we are at 
home here in the Canal Zone, and continue to give our allegiance to 
our native land, Panama; whilst as employees of the Panama Canal 
Company-Government we have pledged our loyalty to the Govern- 
ment of the United States in affidavits which we each sign before 
employment. 

There can be no question of fidelity so far as our group is concerned. 
Our ancestors, whether of Latin or West Indian background, have 
established a record of honesty, integrity, and hard work in the build- 
ing of the canal and in its continued operation as one of the world’s 
most outstanding engineering feats. This has been stated and re- 
stated by each succeeding administration of the Canal Zone, and one 
of the greatest tributes to the part which they played is depicted by 
the mural work in the rotunda of the Administration Building at 
Balboa Heights, which we are sure you must have seen and admired 
when you visited that edifice since your arrival on the Canal Zone. 

Local 900 is highly appreciative of the opportunity afforded. to 
appear before this subcommittee to acquaint you with the importance 
of this legislation—H. R. 6708—as a means of complying with a con- 
tractual obligation of the Government of the United States with that 
of the Republic of Panama. We are sanguine that you will act to 
procure its passage during the current session of the Congress. 

The totalitarians consider a treaty a mere scrap of paper which 
can be ignored or adhered to, as may be suitable to the exigencies of 
their occasions; but we are confident that the Government of the 
United States, of which you are its representatives, consider a treaty 
as a sacred document to be ith peocabty fulfilled by all contracting 
parties, and we, as members of a truly democratic society also share 
that conception. It is because of this still, quiet confidence that we 
have not lost faith but continue to look to your great Nation for com- 
pliance, even though we have waited for fully 3 years to see the imple- 
mentation of commitments under the memorandum of understandings 
signed in January 1955. 

H. R. 6708, sections 1 through 5: We endorse the bigh spirit’ of 
justice and equity which inspired our two Governments to have 
entered into contractual agreement for application of a single basic 
wage scale in the Canal Zone, and strongly urge passage of this 
legislation. 

Although urging passage of this section, strong objections are 
entered to the pay plan as presented to the House Post Office and 

‘vil Service Committee. Local 900 was not numbered among the 
labor organizations which ‘‘worked a3 hard as have the Government 
organizations’ in producing this plan, and certainly would have 
voiced our objections long ere this had we been permitted to share 
in its development or informed of its context. 

The change to a single wage scale is so radical that it is not surprising 
that certain elements are reluctant to see the inevitable passing of the 
objectionable dual “‘gold and silver’’ caste system. We have always 
been opposed to this dual standard in living conditions and wages, and 
can foresee no improvement under the proposed triad, in which the 
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addition of ‘‘sensitive’’ positions to the current “United States rate’’ 
and “locality or area wage rate,”’ we actually have 3 rolls instead of 
the present 2. Sad experiences since 1947-48 when over 250 Pana- 
manians passed civil-service tests and are still to be appointed have 
left us wary of what to expect under the presently proposed plan in 
which we will receive about 70 percent of salaries paid United States 
citizens for equal work; they receive more leave, free home travel, 
repatriation, railroad passes, and a.number of other miscellaneous 
fringe benefits which throw their percentage far above the 25 percent 
overseas differential. 

We also urge the subcommittee to review the suggested number of 
“sensitive” positions which we understand will include teachers. retail 
store managers, assistant managers, foremen and leaders, which can 
with no stretch of the imagination be considered as essential to the 
security of the Panama Canal. We strongly suggest that the sub- 
committee request the Panama Canal Comper Covecnmneit to fur- 
nish a breakdown of these sensitive positions in order that you may 
evaluate them yourselves and satisfy yourselves as to how many are 
really security positions. The current figure represents approximately 
20 percent of the total working force of 13,500 employees. 

Section 6: This section would implement a provision in item 1 of 
the memorandum of understandings reached, containing a commit- 
ment that the Civil Service Retirement Act will be uniformly applied 
to citizens of the United States and non-United States citizen employ- 
ees of the Panama Canal Company-Government. 

This act already applies to the United States citizen employees of 
all agencies in the Canal Zone, and it also applies to the non-United 
States citizen employees of the Army, Navy, Air Force, and’ other 
agencies in the Canal Zone. The non-United States Citizen employees 
of the Panama Canal Company-Government are the only employees 
not presently covered. 

Governments and private industry throughout the world have long 
ago recognized the moral value of affording workers adequate old-age 

rotection upon completion of their years of usefulness to the organ- 
izations, and it is this recognition which inspired our Government to 
seek necessary coverage for this segment of its citizens now dependent 
upon the mercies of the Cash Relief Act of July 8, 1937, as amended 
by the act of February 20, 1954, which merely provides for payment 
of gratuities to disabled employees, 

A nation which champions freedom from want and freedom from 
fear should not hesitate in passing the necessary legislation which 
would offer its employees a feeling of security in ‘old age after many 
years of faithful service, and we strongly urge that this subcommittee 
grant early approval to this legislation. 

Fully 3 years have elapsed since the signing of this Treaty of Mutual 
Understanding and Cooperation and Memorandum of Understand- 
ings, and continued delay in the handling of this legislation for imple- 
mentation of this treaty and agreement has been cause of a feeling 
of despair and frustration on the part of the 10,000 non-United States 
citizen workers in the Canal Zone whom our local union represents, 
and we take this opportunity of soliciting your assistance in having 
it enacted without further delay. 


93585—58—pt. 2——-4 
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The opinion expressed by Mr. C. Allen Stewart of the State Depart- 
ment quite fully expresses the sentiments both of the Government and 
the man on the street when he said: 

Inaction on the part of the United States is causing confusion, despair, and 
misunderstanding of the Government’s intention in the minds of Panamanians. 
There is reason to believe that failure of enactment of necessary legislation during 
this session would certainly be attributed by the Panamanians to bad faith on the 
part of the United States and construed as evidence of this Government’s inten- 
tion not to comply with its obligation. 

Mr. Witurams. That concludes my statement. 

Mr. Youne. Thank you very much. Are there any questions by 
any members of the committee? Mr. Dennison. 

Mr. Dennison. Mr. Williams, you state in your prepared state- 
ment that you are the authorized bargining agent for approximately 
10,000 non-United States citizen employees of the Panama Canal 
Company. By whom are you authorized? What authorization do 
you refer to? 

Mr. Witurams. About 5 years ago, when local 900 came into 
existence, a letter was written to Governor Seybold, then Governor 
of the Panama Canal Zone, in which local 900—at that time, we 
were the governing and civic organizing committee of the CIO. And, 
we requested from Governor Seybold and have in our files a letter in 
which we were accepted and authorized as the sole—I distinctly 
remember that because I wrote the letter myself, as secretary. We 
requested that we be considered the sole bargaining agént for the 
local rate employees. 

And, that has never been rescinded. 

Mr. Dennison. That situation continues today. 

Mr. Witurams. As far as we know, it has not been rescinded by 
the succeeding administration. 

Mr. Dennison. Now, in connection with the treaty, did the 
Panamanian Government ever consult you with respect to the pro- 
posed treaty and with respect to the agreement which was finally 
reached? 

Mr. Wruuiams. In that regard, I’d say that the previous leaders of 
local 900 were quite likely consulted. 

Mr. Dennison. But, do you know that for a fact or is that just 
surmise on your part? 

Mr. WitutaMs. I’m just surmising. 

Mr. Dennison. Now, you have indicated that perhaps there has 
not been the proper qualification of the word “sensitive.”” Do you 
yourself have a list of duties or functions—job functions—which you 
consider sensitive, or could you prepare such a list? 

Mr. Witutams. No, sir. Naturally—I’d say that we feel that— 
taking the word “sensitive,” as actually applied, means sensitive to 
the protection or safeguarding of the Panama Canal. And, in that 
case, we do not believe that anyone is any more qualified to make 
a decision on that than the Governor himself. 

Mr. Dennison. Would you not recognize that a sensitive position 
may be considered sensitive at one time but not sensitive at another 
time, depending upon world conditions, and so forth? 

Mr. Witttams. That’s quite true, sir. 

Mr. Dennison. And, do you think that it would be of any great 
constructive value for us to determine at this point what functions 
are sensitive and what are not? 
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Mr. WituraMs. To a great extent, I think it would, sir. 

Mr. Dennison. But, you would have to recognize, would you not, 
that any list of sensitive positions would be subject to change perhaps 
overnight, would it not? 

Mr. Witu1aMs. In certain cases, but there are certain 

Mr. Dennison. And, the list would perhaps be antiquated, at 
least, it might be antiquated in a matter of hours. 

Mr. Wiuuiams. There are certain jobs which we cannot imagine 
being sensitive at all; for instance, a teacher. We cannot imagine 
where the duties of a teacher could ever become sensitive to the 
interest of maintaining the Panama Canal here, or the manager of 
a retail store. 

Mr. Dennison. What about, for example, a janitor? 

: a Wiuiams. He could be sensitive, depending on where the 
ob is. 
Mr. Dennison. He could be? 

Mr. WituraMs. Yes, sir. 

Mr. Dennison. That’s my point; that it’s very difficult to make a 
hard-and-fast rule which is going to be good for all time as to what is 
sensitive and what isn’t. The janitor in one particular building might 
be very sensitive; in another, he might not be—in another office. 

Mr. WiuraMs. That’s right. But the positions that we really have 
reference to are the positions where there can be no question about 
the jobs being sensitive. Those where—just like you mentioned— 
janitors and clerical jobs and all supervisory jobs in sensitive areas— 
then we can understand such jobs. But here we have maybe a fore- 
man out in the yard where the men are cutting grass. We have an 
American citizen, and his job is frozen and considered sensitive, which, 
more or less, is the intent here. We notice certain groups or categories 
of 300 to 500 jobs presently occupied by United States citizens frozen 
and considered sensitive positions. Those jobs should not all be frozen 
and considered sensitive. But, within the discretion of the Governor 
or maybe your committee, the list could be broken down and the jobs 
that are definitely sensitive picked out and those that might be con- 
sidered subject to change could also be listed. 

Mr. Dennison. What jobs have been classified as sensitive which, 
in your opinion, are not sensitive? 

Mr. WituraMs. We are not furnished with a list by the Governor 
but, actually, the Governor of the Panama Canal Zone has recom- 
mended that 2,200 jobs be in that category. 

Mr. Dennison. Well, as I understood, his testimony was mainl 
that that is what he felt would be the sensitive group but, as I sean 
he also indicated that it might be at times as high as 2,900 or, perhaps, 
even higher, 

Mr. Wiuu1aMs. That’s right, sir. The Governor did ask that this 
2,200 be a flexible figure, and the 2,900 is the 2,900 passed by the 
Senate, 8. 1850. In their amendment to S. 1850, they recommended 
2,900. And we are asking that this be reduced—we are quite sure 
that 2,900 was the plan, altogether, and, maybe a little more. We 
feel that 2,200—under present world conditions, you'll find that maybe 
that 2,200 could be reduced, because the jobs that we mentioned pre- 
viously which are in that category should not be considered sensitive, 
from our point of view. 

Mr. Dennison. To what number do you think it could be reduced? 











158 IMPLEMENTING A ‘TREATY WITH REPUBLIC OF PANAMA 


Mr. Wiiutams. We have not attempted to evaluate it from that 
angle, because we would really have to get the information from the 
Governor’s office or from the administration, to know just how the 
jobs are broken down. And, instead of doing that, we are seated here 
and recommending that your committee look into that if you thought 
it feasible. 

Mr. Dennison. I think that’s all. Thank you. 

Mr. Youne. Are there.any further questions from any members of 
the committee? No further questions. Thank you very much. The 
next witness to be heard will be Mr. William Tyson, counsel, Canal 
Zone Pilots’ Association, Local 30, International Association of 
Masters, Mates, and Pilots of America. I presume that we are ready 
to proceed, Mr. Tyson. 

(Mr. Tyson submitted to the committee the following prepared 
statement:) 


PREPARED STATEMENT OF WILLIAM 8S. Tyson, Counsen FoR Locau No. 30, 
THE CANAL ZONE PiLots’. AssocraTION, ON H. R. 6708 aNp S-: 1850 


Mr. Chairman and members of the subcommittee, my name is William S. Tyson, 
and I am legal counsel for Local No, 30, Panema Canal Pilots’ Association of the 
International Organization of Masters, Mates, and Pilots. I am accompanied 
by a committee of Panama Canal pilots who are members of the Canal Zone 
Pilots’ Association. 

In my statement to this subcommittee on June 22, 1957, I expressed concern 
with respect to the compensation of Panama Canal pilots under H. R. 6708, 
Since that time, I have had an opportunity to scrutinize carefully the testimony 
of the personnel director of the Panama Canal Company and the “Canal Zone 
job evaluation and pay plans for implementation of 1955 treaty and memorandum 
of understandings reached,’’ which appears at page 49 in the appendix to the 
published hearings on H. R. 6708. An analysis of this testimony has accentuated 
rather than diminished this concern. With the permission of the subcommittee, 
I would like to explain the basis for the pilots’ apprehension. 

In 1949, the Post Office and Civil Service: Committee of the House of Repre- 
sentatives approved legislation which subsequently was enacted into law as the 
Classification Act of 1949 (5 U. 8. C. A. 1071 et seq.) and which became effective 
on October 28, 1949. Section 202 (8) (5 U.S. C. A. 1082) of this legislation pro- 
vided a specific exclusion from the provisions of the Classification Act of 1949 for 
officers and members of the crews of vessels. This same section of the law also 
provided that such employees should have their compensation ‘‘fixed and adjusted 
from time to time as nearly as is consistent with the public interest in accordance 
with prevailing rates and practices in the maritime industry.” Section 203 of 
the Classification Act of 1949 (5 U. 8. C. A. 1083) provided that the Civil Service 
Commission was authorized and directed to determine finally the applicability 
of sections 201 and 202 of this title to specific positions, officers, and. employees. 
At that time, the Classification Act of 1949 also contained in section 202 (20) a 
separate exclusion for employees of the Panama Railroad Company, but the pilots 
were not included within that exclusionary clause because they were employees 
of the Panama Canal Agency rather than of the Panama Railroad Company. 

On August 11, 1950, the Chairman of the Civil Service Commission issued a 
formal ruling to the Panama Canal to the effect that Panama Canal pilots were 
both officers. and members of the crews of vessels which they navigate through the 
Panama Canal and that they were thus excluded from the Classification: Act of 
1949 under section 202 (8) and were entitled to be compensated as provided in 
that section of the statute. For the information of the subcommittee, I am 
attaching a copy of this ruling of the Civil Service Commission. Subsequently, 
on October 16, 1950, the Comptroller General, in 30th Comptroller General Deci- 
sions, page 158, concurred in the ruling of the Civil Service Commission and 
stated that the compensation of Panama Canal pilots was required to be fixed 
under the provisions of section 202 (8) of the Classification Act of 1949. 

On July 1, 1951, the present Panama Canal Company came into being, by 
virtue of the act of September 26, 1950 (ch. 1049, 64 Stat. 1038). Under the 
provisions of this act, the name “Panama Railroad Company’’ was required to 
be changed to “Panama Canal Company” in all statutes in which it had here- 
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tofore appeared. Therefore, on July 1, 1951, section 202 (20) of the Classifica- 
tion Act of 1949 was changed to read ‘Panama Canal Company’’ rather than 
“Panama Railroad Company.”’ The act of September 26, 1950, during the course 
of its passage by the Congress, was considered by committees other than the Post 
Office and Civil Service Committees of the House of Representatives and the 
United States Senate. However, there is absolutely no legislative history indicat- 
ing that the Congress intended in any way to change the statutory compensation 
base for Panama Canal pilots. It is apparent that the Congress must have 
thought that, since the compensation of these pilots was already governed by the 
mandatory language in section 202 (8), any additional exclusion would have no 
effect upon their compensation, inasmuch as they were already excluded from the 
act by virtue of section 202 (8). In any event, this is the position which both 
the Civil Service Commission and the Comptroller General took in rulings which 
they made on the subject. In correcting an earlier ruling made by the Commis- 
sion, the Chairman of the Commission, in his letter of September 22, 1952, stated: 

“Since that time the 81st Congress enacted Public Law 841 on September 26, 
1950. This act amended the Canal Zone Code by changing the name of the 
Panama Railroad Company to the Panama Canal Company. The commercial 
or business activities on the zone, including the operation of the canal itself, are 
now the responsibility of the Panama Canal Company. There is no question 
that Panama Canal pilots are now employees of the Panama Canal Company 
and are therefore excluded from the Classification Act of 1949 by section 202 (20) 
as set forth in our letter of August 6, 1951. One sentence in that letter, however, 
is capable of some misunderstanding because of the way in which we worded it. 
That is the sentence which says that no other excluding paragraph of section 202 
has any application to such employees. Strictly speaking, this is a correct state- 
ment so far as excluding provisions are concerned but it would be an incorrect 
interpretation in our opinion to rule that no part of section 202 (8) has any 
applicability to Panama Canal pilots. 

‘The reason is that section 202 (8) of the Classification Act of 1949, like section 
202 (7), contains two types of provisions—namely an excluding provision taking 
the positions designated out of the Classification Act of 1949, and a policy provi- 
sion expressing the Government policy under which employees of the occupational 
kinds stated are to be compensated. For example, in section 202 (7) it is stated 
that blue-collar workers generally are to be compensated as nearly as is consistent 
with the public interest in accordance with prevailing rates. This constitutes 
broad authority apart from the question of exclusion from the Classification Act 
for compensating blue-collar workers in accordance with industrial or commercial 
practices, provided that such practices when applied in Government are not 
inconsistent with some other law. * * *.”’ 

“In the same way, paragraph 202 (8) is a double-barreled paragraph. It has 
an excluding provision which could, of course, be regarded as specifically applica- 
ble to Panama Canal pilots although that is not an issue in controversy as we 
understand it. More importantly, it has a policy statement saying that officers 
and members of crews or vessels shall be compensated in accordance with the 
prevailing rates and practices of the maritime industry. This means not only 
straight time but extra pay policies and rates. In this respect we believe that 
Panama Canal pilots are to be considered occupationally as officers of vessels 
as well as employees of the Panama Canal Company.” 

Likewise, on January 2, 1953, the Comptroller General corrected an earlier 
ruling he had made on the subject and said, in part: 

“T am of the opinion, therefore, that questions regarding the operation of said 
second clause with respect to personnel held by the Commission to be officers or 
members of crews of vessels, particularly those questions relating to the applica- 
bility or nonapplicability of other compensation laws, are within the decision 
jurisdiction of this Office as contemplated by section 8 of the act of July 31, 1894 
(28 Stat. 207), as amended by title III of the Budget and Accounting Act of June 10, 
1921 (42 Stat. 23). 

“Considering the merits of the ease, it is my view that the second clause of 
section 202 (8) of the 1949 act is applicable to Panama Canal pilots, who have 
been held by the Commission to be within the term ‘Officers and members of 
crews of vessels” as used therein, notwithstanding the fact that the pilots have 
also been held to be within the exemption of section 202 (20) applicable to the 
Panama Canal Company” (32 Comp. Gen. 307). 

When 8. 1850 was before the Senate during the last session of the Congress, 
both the Chairman of the Civil Service Commission, in a letter of August 9, 1957, 
and the Comptroller General, in a letter of August 19, 1957, reiterated their 
previous views that the compensation of Panama Canal pilots is still required 
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to be fixed pursuant to the provisions of section 202 (8) of the Classification 
Act of 1949. 

Despite these authoritative rulings by the Civil Service Commission and the 
Comptroller General, the Panama Canal Company still maintains that section 
202 (8) of the Classification Act of 1949 does not govern the compensation of 
Panama Canal pilots. They have refused and continue to refuse to compensate 
their pilots in accordance with the statutory mandate passed by the Congress. 
Rather than meet the statutory standards, the Company has forced the pilots 
to take the matter into the courts to protect their rights and effect the congres- 
sional will. In view of the plain intent of Congress, rulings of authoritative 
governmental agencies and the recalcitrance of the Company, it is highly desir- 
able that this subcommittee take action which will reaffirm and clarify for the 
Company and the courts the intention of the Congress to have section 202 (8) 
apply to Panama Canal pilots. 

The wage adjustments which have taken place in the maritime industry for 
positions comparable to those of Panama Canal pilots have not been put into 
effect for these pilots. As a matter of fact, the President of the Panama Canal 
Company on September 28, 1952, in a letter to the Canal Zone Pilots Association, 
agreed that the compensation of Panama Canal pilots should be predicated upon 
the basic pay rates of certain positions in the maritime industry. However, the 
Company reneged on this agreement, and no wage adjustment which has been 
effectuated in the maritime industry since July of 1953 has been put into effect for 
Panama Canal pilots. As a matter of fact, it was only in 1955, 2 years after wage 
adjustments had taken place in the maritime industry, that Panama Canal pilots 
received the benefit of basic wage adjustments put into effect in the maritime 
industry prior to July 1953. 

The morale of the pilot force which takes all ships through the Panama Canal 
has been seriously affected by the failure of the Panama Canal Company to make 
wage adjustments which the pilots feel are required by the congressional enact- 
ment. During the course of the past year, traffic in the Panama Canal has been at 
a very high level. Many Panama Canal pilots have worked workweeks of 70 
hours, or longer. On a recent visit to the Canal Zone, I was asked to meet with 
a group of these _, who stated that their health would not permit them to 
continue the schedule of long hours which they were being required to work, by the 
Company. At the present time, there are only slightly over 80 pilots who are 
fully qualified to navigate ships of all sizes through the Panama Canal. It takes 
at least 134 years to train a new pilot through the apprenticeship and probationary 
periods into a fully qualified Panama Canal pilot. For this reason, no quick 
relief can be given to the present staff of experienced pilots. It will take at least 
another year or more to obtain and qualify enough experienced pilots to give any 
relief to the present pilot force. With this added burden of excessively long hours, 
and a failure on the part of the Company to effectuate the wage scale required by 
section 202 (8) of the 1949 Classification Act, it is easily understandable why the 
morale of the present pilot force is at a very low ebb. 

Despite the long hours which they have been working and the unsatisfactory 
wage situation under which they have operated, it is worthy of note by this sub- 
committee that Panama Canal pilots have an enviable safety record. I think it 
can be accurately stated that no other pilot force in the entire world is superior 
in capability and in the excellence of their safety record. It is hardly conceivable 
that the Panama Canal Company will be able to retain its efficient pilot force if 
they are required to continue to work the unduly long hours and to receive inade- 
quate wages. There is no prohibition of law which would prevent individual 
pilots from leaving jobs which they consider excessively burdensome and unre- 
munerative. Since Panama Canal pilots have been in the maritime industry all 
of their careers and have reached the top in that industry, it would be unreasonable 
to suppose that such highly skilled mariners would not be in great demand in the 
private maritime industry. 

It should be noted here that only one mishap to ships in the Panama Canal 
could be highly expensive to the Panama Canal Company. Navigation through 
the canal of ships and cargoes worth millions by inexperienced Pilots could result 
in liabilities for the Company of amounts far in excess of what it would cost the 
Company to maintain satisfactory working conditions and wages for its present 
experienced pilot force. 

It is for the reasons set forth above that I believe it not only highly desirable 
but essential for this subcommittee to clarify the statutory compensation require- 
ments for Panama Canal pilots. We believe that this committee in 1949 intended 
that Panama Canal pilots, as officers and members of the crews of vessels, should 
have their compensation fixed in accordance with prevailing rates and practices 
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in the maritime industry. For that reason, Mr. Chairman, we propose that 
H. R. 6708 and S. 1850 be amended to make clear that this is the intent of the 
Congress. We are submitting herewith an amendment to effectuate this purpose. 

Mr. Chairman, we would like to make clear for the record that Panama Canal 
pilots have been held by the United States Court of Claims to be entitled to receive 
time and one-half their basic rate of pay for overtime worked in excess of 40 hours 
per week, under the provisions of section 203 of the Federal Employees’ Pay Act 
of 1945 (5 U. 8. C. A. 913). The amendment proposed in no way affects or is 
intended to affect the existing provision of law governing their overtime compen- 
sation after 40 hours a week. 

Mr. Chairman, on behalf of all Panama Canal pilots, I would like to express 
our deep appreciation for this opportunity to come before your subcommittee 
to testify as to the wage problems and working conditions of the pilots. We are 
grateful to each member of the subcommittee for taking the time to come to the 
Canal Zone to hear of the problems of employees here. We are also grateful to 
Chairman Murray of your committee for approving the holding of these hearings. 

We have confidence in the merits of our position, and trust that this subcom- 
mittee will see fit to accept our recommendations. 


PROPOSED AMENDMENT OF H., R. 6708 SUBMITTED BY CANAL ZONE PILOTS ASSOCIATION 


On page 2, line 11, amend paragraph (21) by striking the period’and the quota- 
tion marks at the end of the sentence and after the word ‘‘zone”’ insert a comma and 
the following: “provided that the compensation of Panama Canal pilots shall be 
fixed and adjusted from time to time in accordance with prevailing pay rates and 
practices in the maritime industry.” 





Unirep Sratres Civit Service ComMIssIon, 
Washington, D. C., August 11, 1950. 
Mr. B. F. Burpicx, 
Chief of Office, the Panama Canal, Washington, D. C. 


Dear Mr. Burpick: Your letter of July 17, 1950, states the views of the Pan- 
ama Canal that Panama Canal pilots are not excluded from the Classification Act 
of 1949 under either section 202 (7) or 202 (8) of that act, and requests the Com- 
mission to make an official finding and determination that these positions are 
subject to that act. 

Before discussing the application of these sections of the act to the positions of 
the Panama Canal pilots, I would like first to touch upon certain of the salient 
points in the pay history of these positions. In the closing report of the Personnel 
Classification Board’s wage and personnel survey under the Welch Act there is a 
discussion of marine positions. On page 315 there is this statement: 

“In the field service there are approximately 5,400 employees holding marine 
positions such as master, mate, pilot, engineer, stoker, deckhand, or other member 
of crew in the operation of a vessel, tug, dredge, etc., who are paid at rates— 
generally hourly or daily—which are adjusted from time to time in accordance 
with commercial or trade scales and practices prevailing in the locality.” 

In the final paragraph of this section of the report, on page 317, there is a brief 
discussion of the Panama Canal pilots: 

“The Panama Canal has 74 marine employees who are pilots engaged in transit- 
ing vessels of all sizes and tonnage through the Panama Canal, including some 
probationary pilots in training who must serve an apprenticeship of a year and 
6 months on canal-harbor duty before being rated as full-fledged pilots. The 
compensation paid this group is based on rates paid to similar classes of employees 
in the continental United States and is determined by the Panama Canal ‘gold 
roll’ wage board.”’ 

In the draft of the proposed revision of the Classification Act, section 6 (a), 
there is a statement of positions to be excluded (p. 363 of closing report): 

“Sec. 6. (a) The compensation schedules prescribed in section 14 of this Act 
shall not apply to positions the duties of which are * * * to serve as an officer or 
a member of the crew of a vessel.’’ 

There can be no doubt, in view of the discussion on pages 315-317, that the 
quoted language of the draft bill had the intent and the effect of excluding the 
positions of Panama Canal pilots. The Ramspeck Act of November 26, 1940, 
section 3 (d) (x), also excluded “offices or positions the duties of which are to 
serve as an Officer or member of the crew of a vessel * * *’, 
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Schedules of rates of pay for Panama Canal positions indicate that the pay of 
pilots was never fixed under the Classification Act of 1923, as amended, although 
the decision of the Comptroller General (10 Comp. Gen. 519, of May 12, 1931) 
required such action if the jobs were properly subject ot the Classification Act of 
1923. Since there were no specific exclusions of marine positions from the 1923 
act, the Panama Canal must have made such an administrative determination. 
If this determination was sound then and in the ensuing years, it would be doubly 
sound in view of section 202 (8) of the Classification Act of 1949. 

You will reeall that when the 1949 act was being considered by the Congress, 
the Panama Canal, through the Department of the Army, submitted a request 
to the Bureau of the Budget that section 202 be amended so as to provide specific- 
ally that pilots be excluded from the coverage of the bills. The Commission in- 
formed the Bureau of the Budget that we considered the positions to be excluded 
under the language of the bill at that time, although we did favor the inclusion 
of a specific reference to these positions. We also informed the chief staff mem- 
ber of the Senate Committee on Post Office and Civil Service that the Com- 
mission considered that the bill authorized the continued exclusion of these posi- 
tions, even if they were not specifically named in section 202. 

We note that much of the argument in your letter is based upon the wording of 
the Federal Employees Pay Act of 1945, and the fact that Panama Canal pilots 
were not excluded therefrom, even though there was a section specifically covering 
vessel employees. A good many of the provisions of that act covered positions 
which were not subject to the Classification Act. Section 102 (d) was not a 
blanket exclusion of vessel employees, but only those of specifically named 
agencies. The fact that no others were mentioned therein in no way indicates 
that there were no other vessel employees. Note that the amendment of that 
section in section 6 (a) of the Federal Employees Pay Act of 1946 named the 
vessel emplovees of the Department of the Interior which, for 1 year, were subject 
to the Pay Act of 1945. Section 102 (d) of the 1945 act, therefore, was not a 
declaration that there were no other vessel employees, but, on the contrary, was 
a statement specifically excluding certain specific vessel employees. A case for 
the inclusion of these positions under the Classification Act cannot be built upon 
their treatment in the Federal Employees Pay Act of 1945. The question whether 
these positions in your agency were or were not subject to the Classification Act 
did not arise in the 1945 enactment, as it did not arise in connection with vessel 
employees of certain other agencies. 

The words and phrases used in each act of Congress must be interpreted with 
respect to the application of that act and the purposes thereof. It is frequently 
found that a word which has one meaning for one act may have a quite different 
meaning—perhaps even a contrary meaning—for another act. For example, 
a tent was held to be a ‘“‘public building” with respect to a law regulating the 
installation at Government expense of a telephone for official use by an Army 
officer. However, for purposes of laws pertaining to the letting of construction 
contracts for public buildings, a tent is not a public building. Section 202 (8), 
therefore, must be interpreted with reference to the Classification Act of 1949 and 
the purposes thereof, even though such interpretations may be contrary to the 
interpretation of the same words for the purposes of other legislation. 

It was the intention of the framers and sponsors of the Classification Act of 
1949, both in the administration and in the Congress, that maritime work generally 
should be excluded from the Classification Act. Moreover, as indicated in the 
preceding synopsis, such also was the intention of the Panama Canal with respect 
to the Panama Canal pilots. Maritime work not directly related to the operation 
and navigation of ships, and which was in the trades, crafts, and other manual- 
labor occupations connected with the maritime industry was to be, and is excluded 
from that act under section 202 (7). Work directly related to the operation and 
navigation of ships was to be excluded under section 202 (8). We agree that 
pilots of the Panama Canal are not properly excluded under section 202 (7), but 
their exclusion under section 202 (8) is proper. 

Section 202 (8) is to be read “Officers of vessels’? and ‘‘members of crews of 
vessels.’”” The question is whether a pilot is an officer of a vessel or a member of 
its crew. For the purposes of some statutes, the courts have found it necessary 
to distinguish sharply between officers and members of crews. In these cases, 
generally speaking, a pilot is not ordinarily considered a member of the crew in 
the same sense in which seamen are, and when such distinctions must be made, 
pilots are held to be officers. For example, ‘‘A ‘pilot’ is defined to be, first, an 
officer serving on board of a ship during the course of a voyage, and having charge 
of the helm and of the ship’s route; and secondly, an officer authorized by law, 
who is taken on board at a particular place for the purpose of conducting a ship 
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through a river, road, or channel, or from or into a port’’ (People v. Francisco, 
N. Y. 10 Abb. Prac. 30, 32). Indeed, such a finding is proper, for when aboard 
and performing his duties, the pilot is in command of the ship so far as concerns 
navigation, and to that extent supersedes the master. 

However, there are decisions in which officers are also held to be ‘“‘members of 
the crew,” and decisions of this kind have specifically named pilots as crew mem- 
bers. In numerous decisions of the courts, it has been held that the distinguishing 
mark of a member of the “crew of a vessel’”’ is whether, in pursuance of some con- 
tract or arrangement with the owner or master, said person is ‘‘on board the same, 
aiding in the navigation thereof.’ The emphasis in these decisions is on the phase 
‘aiding in the navigation thereof.”’ 

Numerous illustrations are found in court decisions pertaining to findings that 
marine workers in many occupations are not members of the crew of a vessel. In 
all of these cases the persons perform their occupations aboard ship, but without 
becoming members of the crew, and for the reason that the essential element of 
“aiding in the navigation” is absent. In all such cases—for example, mechanics 
who come aboard to repair, clean, or paint; bunker employees passing coal into a 
ship; and longshoremen—the duties performed have nothing to do with navigation, 
and are not performed while the ship is underway. 

In sharp contrast to these situations, however, is that of the pilot. By the 
very nature of his work, a pilot’s duties are the quintessence of navigation, of 
responsibility for the safety of the vessel underway. And with respect to respon- 
sibility for navigation, some courts have found that a pilot’s duties, in confined 
waters such as those of the Panama Canal, are more arduous and exacting than 
those of a master in navigating in the open seas. 

In discussing the term ‘“‘seamen’’ volume 48, American Jurisprudence, section 
144, summarizes decisions of the courts with respect to cases in which officers and 
others have been held to be members of the crew. ‘Although the term ‘seamen’ 
originally included only common sailors, the status and rights of seamen, under 
rulings of American courts, from time to time have been extended to persons 
performing maritime services of various sorts, such as mates, pilots, pursers, 
surgeons, stewards, engineers, cooks, clerks, carpenters, firemen, deck hands, 
{ete.] and in general all hands employed on the vessel in furtherance of the main 
object of the enterprise in which she is engaged.’’ [Italic supplied.] 

For these reasons we conclude that, while a Panama Canal pilot is not a perma- 
nent member of a crew in the sense of a person who has signed articles for an 
entire voyage, he is a maritime worker engaged in the navigation of the vessel 
afloat and is employed in furtherance of the main object of the enterprise—to get 
safely from one port to another. And to that extent, a Panama Canal pilot is 
both an officer and a member of the crew. We have thus decided that positions 
of Panama Canal pilots are excluded from the Classification Act under section 
202 (8). With reference to another matter discussed in your letter, the Com- 
mission would point out that the Panama Canal is not required to pay these 
positions the prevailing rate in the maritime industry. The requirement of the 
law is conditioned by the phrase ‘“‘* * * as nearly as is consistent with the public 
interest in accordance with * * *” et cetera. 

Sincerely yours, 





Harry B. MitcHewy, Chairman. 


STATEMENT OF WILLIAM S. TYSON, COUNSEL, CANAL ZONE 
PILOTS’ ASSOCIATION, LOCAL 30, INTERNATIONAL ASSO- 
CIATION OF MASTERS, MATES, AND PILOTS OF AMERICA 


Mr. Tyson. Mr. Chairman and members of the committee, I am 
accompanied here this morning by four of the pilots: Capt. Harold 
Longmore, the president of the pilots’ association; Capt. Clinton 
Baverstock, a longtime pilot; Capt. Howard Wentworth, and Capt. 
Harry Bach. 

Mr. Chairman, we—— 

Mr. Youna. May I say, we are very happy to have all of you 
gentlemen in attendance at this hearing. And we'll be glad to hear 
from you now, Mr. Tyson. 

Mr. Tyson. Thank you. Mr. Chairman, we have testimony in 
regard to two measures which are before the subcommittee and, with 
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your permission, I would like to speak first with regard to the single 
wage bill, H. R. 6708. 

We, Mr. Chairman, made a statement on June 22 before this sub- 
committee with respect to H. R. 6708 and explained at that time that 
we fully supported the principle of equal pay for equal work for the 
Panamanian workers. However, we said at that time and we’d like 
to reiterate that we see no reason to disturb the compensation of 
United States citizens merely to give equalization to approximately 
200 Panamanian workers. I think that was the figure used by the 
Personnel Director of the Panama Canal Company. 

Our particular situation is what we would like to bring before the 
subcommittee this morning in some detail because our compensation 
has been involved in litigation and, for that reason, we would like to 
explain the situation. 

In 1949, this committee of the House of Representatives—the Civil 
Service Committee—passed the Classification Act of 1949, and in 
that act there was a provision, section 202 (8) which provided that 
officers and members of the crews of vessels should have their com- 
pensation fixed in accordance with the rates and practices in the 
maritime industry. Now, that is a double-jointed or double-barreled 
paragraph, we think, in that it is an exclusionary provision which 

Mr. Youna. Mr. Tyson, Mr. Dennison has a question. 

Mr. Dennison. Mr. Tyson, is there any other provision of Federal 
law providing for the rate of pay to be given to Panama Canal pilots, 
other than the implied conditions or perhaps the condition in fact 
contained in section 202 (8)? 

Mr. Tyson. Yes, Mr. Chairman, we think there—Mr. Dennison, 
we think there is, and that is one reason for our concern about this 
whole legislation. For instance, section 203 or 205, as it now is, of 
the Federai Employees’ Pay Act of 1945. We think it gives these 
people overtime. Only, on May 8, of this year, the United States 
Court of Claims decided that these employees were wage board em- 
ployees, under that section of the law, and were entitled to be paid 
true time and a half for working after 40 hours. And, the Court of 
Claims also decided that the time spent in returning to their home 
stations after completing a transit of the Canal was duty time and 
should be compensated for whether it occurs before or after the 40th 
hour of work ina week. Now, that law was passed in 1945, gentlemen, 
and—— 

Mr. Dennison. Is that case now finally disposed of or is it in 
appeal at the moment? 

Mr. Tyson. The Court of Claims case was not appealed; however, 
it has not been finally settled because the amounts due are still in the 
process of negotiation between the 

Mr. Dennison. But, the principle has been established? 

Mr. Tyson. That’s correct—that’s correct. The principle has been 
established. Mr. Chairman and Mr. Dennison, I would like to make 
this clear, however, that the period that was sued for in that case was 
from 1945 to 1951, and the present Company came into being on 
July 1, 1951. Now, it’s the pilots’ thought that that section still 
applies and, therefore, that the traveltime should be paid for. 
Nevertheless, since May 8, last year, these people have been traveling 
back across the isthmus after every transit and they still haven’t 
received any compensation for it after the completion of their 40-hour 
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week, despite the decision of the United States Court of Claims. And, 
I might point out that this decision was based on a law which was 
passed in 1945 by the Congress. And, it was during the 12 years 
since that time, that there was a contest over that particular provision 
of the law. And so, that is the reason or one of the reasons for our 
concern, because the section of the law in 1945 was not complied with 
until there was litigation. The section of the law, which we think is 
applicable in the Classification Act of 1949, section 202 (8), which you 
people passed through the House of Representatives, has not been 
applied either. And, so that is the reason for our testimony. I might 
mention, that there are other groups of employees who have had the 
same experience—the dredge people, the longshoremen, the towboat 
people, the policemen, and other groups which I can’t think of right 
at the moment. But, that’s the reason it’s so dangerous, Mr. Chair- 
man, to vest complete discretion over the compensation of these 
American citizens down here in the Governor. Now, that doesn’t 
mean we don’t have confidence in Governor Potter, he is a very fine 
man. But, there have been other Governors down here, and we 
don’t know who is coming next. We think that, like the classified 
employees, the Congress should have something to do with the com- 
pensation of these people. 

All classified employees have their rates of pay set by the Congress, 
and no administrator can vary.them. And, we feel that this protec- 
tion, which you people—the Congress—have put in for these pilots 
and officers and members of the crews of vessels, should be main- 
tained, that they are entitled to it. 

I don’t have to tell you gentlemen the importance of Panama 
Canal pilots in the operation of the Panama Canal. All of you know 
that they are the ones that take the ships through here, you couldn’t 
operate without them. I also don’t have to tell you about the ex- 
perience in Suez last year when the pilots left and what happened to 
that canal. It closed up. And, I don’t have to tell you this, because 
I’m sure you're aware, that the St. Lawrence seaway is going to open 
> a year or so and there is going to be a great demand for pilots up 
there. 

Now, what I’m saying is that, with the working conditions and 
wages which the Company is paying these people, they are going to 
have a hard time maintaining an efficient and skilled and trained 
staff of pilots to operate this very vital waterway which is of so much 
concern not only to our own Government but to our allies and all 
people throughout the world. 

And, let me point out, Mr. Chairman, that in 1952—September 28, 
1952, to be exact—the then Governor or President of the Company 
put into effect what he considered to be the maritime rates which 
would apply under this particular section of the law. That’s a matter 
of record. A letter was written. A commitment was contained in 
that letter in which he said he was putting into effect the rates for 
masters of certain class vessels for these pilots. Now, why are we 
concerned? Within 2 weeks, that schedule was not met. And, since 
July 1953—4 years, over 4 years—there have been raises in the 
maritime industry, but these pilots haven’t gotten them. 

And so, I say to you that, unless something is done about the pay 
of these pilots, we all know that the individual has the right to leave 
his job, and we all know that there is quite a disturbing morale 
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situation here among the pilots. I’m not saying anything that every 
pilot doesn’t agree with, I believe. Their working conditions and 
their wages are something that need to be protected by the Congress 
if we’re going to keep this place running. 

And, I believe, Mr. Chairman, that the amendment, which we 
propose, would clarify the intent or reaffirm the intent of the Congress 
with respect to what was said in 1949 when they put this provision 
of law in the act. 

Now, the pilots don’t want to go to court on things of this kind, 
but they have been forced to go to court to protect what they thought 
were their rights. All of you know how long court actions take. 
This case has been in court for 34 years and they’ve gotten no raise. 
If we go to the Supreme Court, it may be 3 more years—a total of 
7% years—when these people will be working at rates which were put 
into effect way back in July 1953 and I’m just trying to say, that I 
doubt very seriously if they can keep them at those rates. 

Mr. Dennison. Do I understand that the case that is presently in 
litigation turns exclusively on the interpretation of 202 (8)? 

Mr. Tyson. Mr. Dennison, that is the chief point. There are 
other points including the one that was involved in the Court of 
Claims case on the 1945 act. That was also involved. 

Mr. Dennison. That would be a collateral supporting matter. 

Mr. Tyson. That’s a little different, yes. That’s on the overtime. 

Mr. Dennison. Well, as I understand it, you have—there are 3 
options that face the committee here—1 is to perhaps, as you suggest, 
clarify the meaning of 202 (8). 

Mr. Tyson. Reaffirm, yes, sir. 

Mr. Dennison. That’s right. The other would be to permit 
Congress to determine rates, which is what some of the other witnesses 
have indicated they desire to do. 

Mr. Tyson. Yes, sir. 

Mr. Dennison. And, the third would be to have the Company 
determine what the wage rate would be. 

Mr. Tyson. And, that’s what we oppose, sir—very definitely 
oppose—and ask the assistance of you gentlemen to see that we get 
some protection. We think it’s not only vital, we think it’s essential, 
if these people are going to stay here. May I make one further point, 
Mr. Chairman, on that provision? 

Mr. Youna. Yes. 

Mr. Tyson. Under this particular provision of law, section 202 (8), 
the Civil Service Commission, in section 203 of the Classification Act 
of 1949, is given what the statute terms as final authority to determine 
its applicability and its exclusions with respect to certain positions and 
jobs. 

The Civil Service Commission, on August 11, 1950, definitely 
determined that these pilots were officers and members of the crews 
of vessels and, therefore, they said they were entitled to be paid in 
accordance with that section of the law. Now, that was a very fine 
opinion and, because of it, we have attached it as an exhibit to our 
statement here. But that’s not the end of it. The Comptroller 
General also said the same thing. And, since he has authority to rule 
on compensation, he agreed with the Civil Service Commission on the 
exclusion and said they should be paid in accordance with that pro- 
vision of the law. Later on, when the Company came into being, 
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there were two opinions—one from the Civil Service Commission and 
one from the General Accounting Office—saying that the other sec- 
tion, 202 (20), would exclude these people. But, then later than that, 
both the Civil Service Commission and the General Accounting Office 
reiterated their earlier opinions that the pilots were excluded from the 
Classification Act by virtue of sections 202 (8) and 202 (20) and that, 
because section 202 (8) contained a legislative mandate as to the wages 
to be paid officers and members of the crews of vessels, Panama Canal 
pilots should be paid in accordance with the pay rates and practices in 
the maritime industry, so far as consistent with the public interest. 
And that is the official ruling now. It was reiterated last August by 
the Chairman of the Civil Service Commission, Mr. Elsworth, and by 
the Comptroller General, Mr. Campbell, in letters to Chairman 
Johnson of the Senate Post Office and Civil Service Committee. So, 
as recently as August of this year, those opinions have been reiterated. 
But, the answer these people get when they ask for those rates is that 
their case is in court and we will have to wait until the determination is 
made. Now, we don’t know what the court is going to do. It may 
decide one way or it may decide the other. But what we want, Mr. 
Chairman, is for the Congress to say what the Congress said in the 
first place and to clarify and reaffirm what we are certain they meant 
in the first place. That’s why we have come in here today to you. 

Mr. Dennison. Which was enacted first, 202 (8) or 202 (20) or were 
they enacted at the same time? 

Mr. Tyson. 202 (8) was in the act when it was passed in 1949. 
202 (20) was also in the act but, at that time, 202 (20) read, “‘the 
Panama Railroad Company” and these people have never been 
employed by the Panama Railroad Company. But, when the Panama 
Canal Company succeeded the Panama Railroad Company and be- 
came the corporation down here, then these people were transferred 
by Executive order of the President numbered 10,263, to this new.com- 
pany. They were formerly employees of the Panama Canal Agency. 

I will be pleased to try to answer any questions if you gentlemen 
have anything else that would clarify this for you. 

Mr. Dennison. Well, I have one other question. Have you 
examined the proposed schedule of wages which will be paid if this 
legislation goes into effect? 

Mr. Tyson. I have examined and scrutinized very carefully the 
testimony of the Personnel Director last summer. The statement 
was made that the pilots’ wages would depend on the outcome of this 
court suit. And I understood, although I don’t think this was a 
definite commitment, that they would try to set them in accordance 
with the rates and practices in the maritime industry. And, cer- 
tainly, we want more than that if we can get it, at least, from the 
Congress, because, as I told you, they may change the officials. Mr. 
Doolan may leave here, and Governor Potter may leave here. . And 
the next man may not agree with us. 

Mr. Dennison. Assuming that you do not prevail in the court 
case and assuming that this wage schedule is implemented, would 
there be any change in the pay which a pilot now receives as against 
what he would receive in the future? 

Mr. Tyson. If there is not some change, Mr. Dennison, we actually 
don’t know what will happen because we don’t know what the Gov- 
ernor’s thinking would be with respect to the future rates of these 
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employees. He has made certain statements to them in conferences 
which I am not able to repeat because I was not present. I don’t 
think that I could testify on that. I just don’t know. He has never 
made any commitments, so far as I know, to give them a raise. 

Mr. Dennison. Thank you. 

Mr. Youne. Are there any further questions? 

Mr. Hempuitut. I'd like to ask a question. 

Mr. Youne. Mr. Hemphill. 

Mr. Hempuitu. For the purpose of the record, what is the average 
pay of a pilot now? 

— Tyson. I think that Captain Longmore could probably answer 
that. 

Captain Lonemore. Well, we have different rates. 

Mr. Hempui.u. I mean—just the average would be sufficient. 

Captain Lonemore. The lowest rate, for a probationary pilot, is 
$9,263. And, the top rate, after 7% years’ service, is $13,636. So, 
I would say it’s an average between $12,000 and $13,000. 

Mr. Tyson. Actually, your average runs from the pilot-in-training, 
who gets $8,000, to $13,600, around $10,500. 

Mr. Hempuiuyi. Now, in addition to that average pay, what fringe 
benefits are available? 

Mr. Lonemore. Well, we get the same fringe benefits as the rest 
of the Panama Canal Company employees, as far as vacation is 
concerned, I would say. 

Mr. Hempuiitu. Well now, what reductions, in either salaries or 
fringe benefits, do you anticipate if this legislation is passed as it is 
now presented? 

Mr. Tyson. Maybe I had better answer that. 

Mr. Lonemore. Go ahead. 

Mr. Hempui.u. Certainly. 

Mr. Tyson. On fringe benefits 

Mr. Youna. Mr. Tyson. 

Mr. Tyson. On fringe benefits, Mr. Hemphill, the pilots do not 
receive any night differential for working at night, and we will present 
some testimony on that later. So far as what we anticipate if this 
legislation goes into effect, we just can’t say, we don’t know. 

Mr. Dennison. Well, may I interrupt there? 

Mr. Youne. Mr. Dennison. 

Mr. Dennison. I notice, in the hearings which were taken in 
Washington, on page 74, a proposed pay schedule is given for the canal 
pilot group. 

Mr. Tyson. That’s the present rate. 

Mr. Dennison. That is the present one. 

Mr. Tyson. That’s the present rate. 

Mr. Dennison. So that, there would be no change 

Mr. Tyson. So far as we know. 

Mr. Dennison. If this pay schedule is implemented? 

Mr. Tyson. So far as we know. 

Mr. Hempuity. Do you yield back to me? 

Mr. Dennison. I yield back, yes, sir. 

Mr. Hempuitt. I was interested in your testimony, also, Mr. 
Tyson, along another line. You consider the pilots employees of 
some agency of the United States Government in the Canal Zone, 
legally? . 
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Mr. Tyson. Mr. Hemphill, if you asked me my personal opinion, 
I would certainly say, yes. There is this ambiguity about it. The 
Court of Claims, in 1953, said that, and that was before this present 
Company came into being—I mean, that suit was before. They 
said that, after 1951, these employees—the pilots—were not em- 
ployees of the United States, within the meaning of that particular 
case. I consider—I still consider that these people are Federal em- 
ployees. 

Mr. Hempni. Well, that calls to mind another legal problem 
which runs throughout this entire legislation. You see, this legislation 
is supposed to implement a treaty 

Mr. Tyson. Yes, sir. 

Mr. Hempuitt. Which was subsequently followed by what we 
called a memorandum of understandings, and I’m just going to read 
you a part of it that I know you’re familiar with: 

On the part of the United States of America: 

1. Legislation will be sought which will authorize each agency of the United 


States Government in the Canal Zone to conform its existing wage practices in 
the zone to the following principles. 


And I’m just wondering whether, legally, this committee would 
have a right to alter that memorandum of understandings by any 
exclusion, if it were the intents of the Governments of the two nations 
to include each and every agency, which is the language included, 
and I just read it. It’s on page 2 of the June 22 hearings. So, 
what’s your legal position on that? 

Mr. Tyson. Well, it merely says “‘to conform” and then it goes on. 
The legislation goes on to do the very thing which you are worried 
about. It attempts to change the Classification Act of 1949. 

Mr. Hempuitu. We won’t say I’m the one that’s worried about it. 
I’m just concerned that we carry out the intent of the memorandum 
of understandings which I think is the duty of the Congress and the 
duty of this subcommittee. 

Mr. Tyson. Yes, sir. 

Mr. Hempuiti. Now, if we take some position which is not legally 
feasible, then we have done you an injustice and the nations involved 
an injustice in bringing out legislation for some exclusion which is not 
warranted under the treaty or memorandum of understandings. 

Mr. Tyson. Mr. Hemphill, the whole purpose of the treaty, or at 
least so far as this particular problem is concerned, was to give equal 
pay for equal work between Panamanian citizens and United States 
citizens. This memorandum of understandings, it seems to me, 
could only have meant the pay practices should be conformed to 
carry out that purpose of the treaty. Now, they’re going furtber 
than that—much further—in this legislation. They are going to the 
extent of changing the compensation setup of all the citizens of the 
United States. I don’t think the treaty had anything to do with 
that at all. You can still maintain the compensation of the United 
States citizens and pay the Panamanians the same rate without go- 
ing to the extent that this legislation does. 

Mr. Hempuiiu. Well, you can consider our problem, I’m sure. If 
we give any one group some special exclusion, then the next group 
can come along and say, ‘‘Well, why did you exclude this particular 
group and not exclude me?” or some argument similar to that, which, 
of course, is something that we want to anticipate in the law. 
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Mr. Tyson. I’m certain that the State Department and the people 
who negotiated this treaty never had any intention of lowering the 
compensation pay schedules of American workers down here. I’m 
positive that they couldn’t have had any such intention. 

Mr. Hempniiy. Well, that’s what bothers me. We all understand 
that there was no intention to lower those salaries. But, is there any 
evidence that this legislation will lower the salaries—any evidence 
before this committee? 

Mr. Tyson. Well, there’s evidence before this committee, Mr. 
Hemphill, that the rights of these people to certain rates would be 
removed, so that they could be lowered. And, I don’t think the 
treaty contemplated such. I don’t think the treaty contemplated, 
for instance, removing the Thomas amendment from the books. The 
Thomas amendment was passed in 1934 to give true time and. a half 
to employees in the Panama Canal Zone, specifically. It was also 
passed to restore the wages that had been cut during the depression. 
That law has been in effect since 1934. And, I can’t conceive that 
the State Department and our Government would attempt to repeal 
statutes of that type. Nevertheless, if it were to be construed as you 
suggested there might be a possibility, which I don’t think there could, 
it might have that effect. In other words, ‘‘conforming’’—and that’s 
one reason we are here testifying, because we don’t want this ‘‘con- 
form’’ business to be construed so broadly as to affect the compensation 
of all American employees. We don’t believe it means that. 

Mr. Hempuiiy. Well, how are we going to have each agency con- 
form unless we apply the same prine iples to each agency? 

Mr. Tyson. You can conform within the limit of existing law. 
That’s what I’m trying to say. 

Mr. Hempnuiui. Then, it is your legal position that, if this legisla- 
tion were passed, it would repeal any preexisting legislation which 
directly affects the people you represent? 

Mr. Tyson. Mr. Hemphill, I don’t want to get pushed into that 
position. I’m just worried about that. I would like not to— 

Mr. Hempuiiy. Of course, you are the legal counsel, sir, and | 
have every respect for your opinion and experience in this particular 
field. 

Mr. Tyson. Thank you. 

Mr. Hempniuy. And if a person with your experience can’t give 
us the answer, to whom are we going to turn? 

Mr. Tyson. Well, 1 very much want to give you an answer. And 
my answer is this—that I am disturbed by the language of the bill, 
so far as its effect on existing legislation which protects the compensa- 
tion of American citizens in the Canal Zone, ‘To that extent, I think 
this committee and the Congress has the power to say, “Conform if 
you want to, but conform within the limits of existing laws which the 
Congress has passed.’’ That’s our position and I think it’s a safe 
legal position. 

Mr. Hempuitu. In other words, your position is—it’s all right to 
make each agency conform, but not to disturb anything that presently 
exists by making them conform? 

Mr. Tyson. Certainly—certainly—yes, sir. In other words, you 
are not going to repeal the Retirement Act for American citizens down 
here because of conformity. You are not, as a committee, coming 
in, I assume, with legislation which would say that, because of this 
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conformity, the Governor or the President down here could not apply 
the Retirement Act to the American citizens down here. 1 don’ t 
believe you want to do that. And I don’t believe that itty neces- 
sary for you to do that. 

Mr. Hempuiuy. Well, I don’t think that has been read into the act 
by anybody here. 

Mr. Tyson. Yes, sir, the gentleman 

Mr. Hempuitt. I think that you are reading into the act a little 
beyond the scope or province of the subcommittee on that. I'll yield 
to you, Mr. Dennison. 

Mr. Dennison. If your position in this lawsuit is correct, this 
legislation would not affect your rights as determined by the sub- 

sequent decision of the Court, would it? 

Mr. Tyson. I am not sure, in view of what the Governor said 
yesterday. 

Mr. Dennison. Well, I’m talking from a legal standpoint. This 
legislation would not affect the existing condition of the law as it is 
today, with respect to pilots? 

Mr. Tyson. That is one of the things I am concerned about, 
although the Chairman of the Civil Service Commission has said it 
wouldn’t. 

Mr. Dennison. Well, if your position is correct, that 202 (8) 
affects and provides for a rate of compensation for pilots, how does 
this law change that—how does this proposed bill change that? 

Mr. Tyson. Well, Mr. Dennison, as I have said, the Chairman of 
the Civil Service Commission has said it wou!in’t. However, I am 
disturbed by the very language that Congressman Hemphill has 
brought out here. And, that’s the reason that I don’t think you can 
say, without some ambiguity, that it would not, although we hope 
that it would not. 

Mr. Dennison. Then you would agree with me, I think, that if 
the ruling of the Civil Service Commission went counter to adecision 
of the court on a particular interpretation of a particular clause, it 
would have no binding effect. 

Mr. Tyson. Oh, yes, that’s right, they would—in other words, the 
court could overrule the Civil Service Commission—— 

Mr. Dennison. That’s right. 

Mr. Tyson. Or, at least, they—at least, they might say they could. 

Mr. Youna. Mr. Hemphill. 

Mr. Hempnity. Might I continue again, sir. I remember your 
testimony in Washington in June in w hich you put into the record a 
letter from that distinguished Chairman of the Merchant Marine and 
Fisheries Committee, Mr. Bonner, of North Carolina, in which he said 
that he had been informed that this legislation does not affect pilots. 
Now, proceeding from there, sir, does this legislation affect them or 
does it not? 

Mr. Tyson. The Chairman of the Civil Service Commission said 
it wouldn’t. I am inclined, Mr. Hemphill, to agree with that state- 
ment. But we are trying to go further than Representative Bonner 
said there. We are trying to say that, even though this legislation 
doesn’t affect the present ‘situation, that the present situation itself 
is unclear. 
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Mr. Hempui.i. Then, as counsel, do you make the statement that 
the legislation does not apply, but you fear it might apply, therefore, 
you want some exclusion? 

Mr. Tyson. We want an exclusion; yes, sir; we want that. And, we 
want it for an additional reason than the reason that I gave when | 
testified before, and that is, that we are very much concerned about 
the morale of these people down here with respect to their rates of pay. 
And, we think that, with this committee down here and going into 
this whole w age question, that this is a very opportune moment to let 
the Congress know what the situation is. 

Mr. Hempuiiy. Well, in that connection then, suppose you tell me, 
for our enlightenment—or the subcommittee’s—if the present practices 
continued, with or without this legislation, what would be the effect 
upon the average pay of the pilots in the next 4 or 5 years—would it go 
up or down? 

Mr. Tyson. If section 202 (8) were applied, their pay would go up 
definitely go up—because the rates in the maritime industry have been 
increased since 1953. 

Mr. Hempuitit. How much—how much would it go up, just some 
average or percentage? 

Mr. Tyson. Well, I’d say it would go up a couple thousand a year, 
at least. 

Mr. Hempuiiu. In other words, the average would increase $2,000 
plus—— 

Mr. Tyson. I would estimate that it would. 

Mr. Hempuiiu. Per man? 

Mr. Tyson. Well, the top would certainly go up at least $2,000. 

Mr. Hempuitu. Now, that is the maximum, I mean 

Mr. Tyson. No; it’s not a maximum. But, even with the so- 
called ‘‘discretion” that is now vested in the Company, I think, if 
they were to put into effect rates which have any semblance of reality 
to maritime industry rates now, they would go up $2,000. 

Mr. Hempuitui. You say the discretion of the Company? 

Mr. Tyson. Yes. 

Mr. HempuHiLy. Suppose you enlarge on that just a little bit, we 
are very interested in that. What discretionary powers presently 
exist which would be changed by this legislation? 

Mr. Tyson. Well, Mr. “Hemphill, in the present section 202 (8) 
there is a provision which I, as a lawyer, can’t explain to you, exactly 
what it means, although I have filed briefs on it. It says that these 
maritime rates shall be paid, so far as consistent with the public in- 
terest. Now, the Company has construed that to mean that they 
had discretion, and I think there is some discretion there. The ques- 
tion is—how much discretion. What they have done—they have said 
that the ‘‘public interest’ in their opinion means interest of the 
Company because the Company is a Government corporation. We 
have argued that it also means the interest of the employees and the 
interest of the general public, the tax-paying public, and so forth. We 
are having a great argument on that. And, what I say is merely my 
own opinion about it, because they will disagree with what I say, I’m 
sure. Theextent of the “public interest’”’ clause is ambiguous because 
Congress has thrown it into a number of laws without ever saying 
exactly what they meant. 
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It’s in the Federal Communications Act and it’s in the ICC Act 
and one.or two other acts—and you'll get constructions by the courts 
which are applicable merely to those particular acts as to whether 
it’s in the public interest to have a train go, for instance, between 
certain points, and whether it’s in the interest of the public to grant 
a certain radio license or television license. What it means in this 
particular statute is being argued out in court now. And I have 
very definite ideas that the public interest hasn’t been met here 
because the little consideration which was given to it, in effect, nulli- 
fied its purpose. 

Mr. Hempuimu. Well, what wage increases have you asked for that 
you have not been given, which you could have been given under 
some discretionary power? 

Mr. Tyson. Well, we have contended that the pilots are comparable 
in the maritime industry to masters of the largest vessels—in other 
words, as far as somnpenanines is concerned. That’s what they should 
get. And, that’s what the Governor in 1952 put into effect. He put 
in a schedule of wages where the top pilots would get the rates of 
class A-3 masters, and those with less service would get the rates 
of class A masters, class B, class C,on down. That was an acceptable 
theory, we think, where he compared them to the masters of class 
A-3 vessels. We think that they have attained the top in the maritime 
industry and that they should be compared with those people. But, 
in the maritime agreements—the collective bargaining agreements 
in the maritime industry—there is a rate per hour ‘for piloting vessels. 
We have also suggested to the Court that that rate might be appro- 
priate as an hourly rate for these people. And then, we suggested 
that the rates which State pilots in the harbors in the United States 
get would be a proper rate. The Company, on the other hand, has 
contended that, although the duties are somewhat comparable be- 
tween those State pilots and the Panama pilots, they are self-employed 
and that they receive merely a part of the earnings of the association, 
you might say, in Charleston or in Norfolk or New York where they 
have those associations. And they contended that would not be a 
practicable theory to use. And so those are the three possible rates 
as we see them. 

Mr. Hempuriu. Then, I gather from your answer that you have an 
acceptable classification now insofar as that comparison to masters 
of vessels is concerned, but, you have, of course, been arguing back 
and forth over the years over other benefits. 

Mr. Tyson. The Company itself did that. On September 28, 1952 
it used that class A~3 rate as a benchmark for the compensation of 
Panama Canal pilots. We are satisfied with that. But they didn’t 
keep it in effect, actually, for 2 weeks. And, since that time, they 
have not gone up with the rates in the maritime industry. When 
there have been increases they haven’t gotten them. 

Vir. Hempuityi. Thank you very much. 

Mr. Youna. It will be appreciated if you will furnish the sub- 
committee with a tabulation of the pay scales in the maritime industry 
for inclusion in the record at this point. 

Mr. Tyson. I will furnish you a letter on this after I return to 
Washington. 
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(The letter referred to is as follows:) 


Wasuinoton, D. C., December 19, 1957. 
Mr. Henry C. Cass... 
Clerk, Committee on Post Office and Civil Service, 
House of Representatives, Washington, D. C. 

Dear Mr. Casse.u: Pursuant to your telephone request of December 12, I am 
setting forth below the present salary rates of Panama Canal pilots and the basic 
pay. rates in the maritime industry for comparable positions. 

he basic pay rates which became effective on March 13, 1955, and which are 
presently being paid Panama Canal pilots by the Panama Canal Company are: 


Pilot in training (6 months) ___--_--- Pete een ie Sad ..-.. $8, 105 

Pilot, probationary (1 year)__...___.__.._-_.____- se A pete oi 9, 263 

Pilot: 
RRO E iv etis encase: ; eo ; , Mrs fm 
Over 14 years___- stele ae peiptreatiege . 12, 134 
Over 3 years_-__-- WOH UD uae 12, 686 
Over 4% years____ 10. B39 Je8in~63 vader hice ness 13, 002 
Over 6 years_---- a ere ee te ee ee 13, 319 
Oual 716 TOBE 6 ojo nase on ee sl iM a slain ba csi ten, osc 9 


Section 30 of the Atlantic and Gulf coast dry cargo and passenger agreement 
between the International Organization of Masters, Mates, and Pilots, Inc., and 
the dry cargo and passenger shipping companies provides a minimum hourly rate 
of $7.50 per hour for piloting when performed by a master or licensed deck officer. 
Section 29 of the agreement between the Pacific Maritime Association and the 
International Organization of Masters, Mates, and Pilots, Inc., contains a similar 
provision requiring a minimum $7.50 hourly rate for piloting by a master or other 
license ddeck officer. Onan annual basis of fifty-two 40-hour weeks, this $7.50 min- 
imum hourly rate would give an annual basic salary of $15,600 per annum. 

The prevailing basic pay rates for masters in the maritime industry are set 
forth in the schedule of wages for the Military Sea Transportation Service of the 
Department of the Navy. The following basic pay rates are presently being 
paid masters in the Military Sea Transportation Service of the Department of 
the Navy: 

Base pay rates 


ATLANTIC AND GULF COAST SCHEDULE OF WAGES 











Deck department (officer) A-3 A-1 | A B | Cc D | E 
——— — — / a | - 
Master, effective June 16, 1957_.......- | $16, 649 | $14, 747 | $14, 526 | $13, 902 | $13, 261 | $13,261 | $13, 261 














PACIFIC COAST SCHEDULE OF WAGES 








| 4 are Pes ' pais 
Master, effective June 16, 1957........- | $17, 742 | $15, 555 | $14, 526 | $13, 902 | $13, 261 | $13, 261 | $13, 261 








I might advise that for the Atlantic and Gulf coast the basic pay rates for 
masters of class A-3 vessels on October 1, 1952, were $12,917; on May 1, 1953, a 
basic pay rate of $13,800 became effective and on July 28, 1953, a basic pay rate 
of $14,628 became effective. On the Pacific coast the basic pay rate for masters 
of class A-3 vessels on March 1, 1953, was $12,917; on June 1, 1953, a rate of 
$13,800 became effective; on October 1, 1953, a basic pay rate of $14,628 became 
effective, and on December 1, 1953, a basic pay rate of $15,600 became effective. 
These were the rates in effect prior to the June 16, 1957, schedule of rates set 
forth above. 

In further reference to the schedule of wage rates for the Military Sea Transpor- 
tation Service of the Department of the Navy, and also in further reference to my 
testimony on November 26 before the Young subcommittee of the Committee on 
Post Office and Civil Service, I believe it is pertinent to quote below portions of a 
letter of September 29, 1952, from President J. 8. Seybold of the Panama Canal 
Company to Capt. H. T. Longmore, president of the Canal Zone Pilots’ Associa- 
tion. In that letter, President Seybold said, in part: 

‘‘* * * Pilots’ rates of pay will continue to be based upon masters’ rates pub- 
lished in the wage schedules of the Military Sea Transportation Service of the 
Department of the Navy, and will be derived from three benchmark rates: 
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‘‘(a) The rate for qualified pilot will be derived directly from the average of 
MSTS masters’ rates for class D type vessels; 

“‘(b) The rate for the third step (3 years following qualification) will be derived 
directly from the MSTS masters’ rate for class A-type vessels; 

“(c) The top step rate (7% years following qualification) will be derived directly 
from the MSTS masters’ rate for class A-3 vessels. 

“Intermediate rates for the second, fourth, and fifth steps will be computed as 
even dollar steps between the three benchmark rates. Pilot-in-training and pro- 
bationary pilot rates will continue to be computed as 70 and 80 percent respectively 
of the qualified pilot rate. The practice will be continued of adjusting pilots 
rates to conform to new rates as reflected in the wage schedules for masters of the 
Military Sea Transportation Service, new rates to be effective at the beginning of 
the next Panama Canal Company pay period following the effective date in the 
Military Sea Transportation Service.” 

I trust the above information adequately responds to your request. 

Yours very truly, 
WiuuiaM S. Tyson, 
Counsel for Canal Zone Pilots’ Association. 


Mr. Youna. Are there any further questions of Mr. Tyson? If not, 
Mr. Tyson, will you proceed with your statement? 

Mr. Tyson. Well, Mr. Chairman, that concludes my statementon 
the single-wage bill. 

Mr. Youna. Thank you very much, sir. Then, you may proceed 
on the other phase of your testimony. 


PREPARED STATEMENT OF WILLIAM 8S. Tyson, CouNnseL ror Locat 30, CANAL 
ZONE Pitots AssocraTIon, oN H. R. 4000, H. R. 8851, anv 8. 821 


Mr. Chairman, and members of the subcommittee, my name is William §. 
Tyson, and I am legal counsel for the Canal Zone Pilots Association. Appearing 
with me today are Capt. H. T. Longmore, president of the pilots association, 
Capt. Clinton Baverstock, Capt. Harry Bach, and Capt. Howard Wentworth, 
all pilots with the Panama Canal. 

. R. 4000, H. R. 8851, and S. 821 would amend the Civil Service Retirement 
Act of 1930, as amended, to provide an optional system of retirement for Panama 
Canal pilots. We would like to explain to you the reasons why this retirement 
problem is of vital concern to this smali group of approximately 90 United States 
citizens who pilot vessels through the Panama Canal. As this subcommittee is 
aware, 8. 821 provides an optional system of retirement for Panama Canal pilots 
at age 55 after 20 years of service, 15 of which must have been as a Panama Canal 
pilot. This bill was favorably reported by the Committee on Post Office and Civil 
Service of the United States Senate, and unanimously passed by the Senate during 
the Ist session of the 85th Congress. The amendment added by the Senate to 
require a total of 20 years Federal service is satisfactory to the pilots. 

We shall attempt to show that only a small percentage of Panama Canal pilots 
ever attain the full benefits of the present civil-service retirement law. The 
careers of ship pilots in the Panama Canal Zone are of limited duration by com- 
parison with other types of Federal employment. Because of the years of ex- 
perience in seamanship and navigation that are required as a prerequisite to 
appointment, Panama Canal pilots cannot qualify for their positions before they 
are 30 to 35 years of age. The average age of the last 12 pilots hired by the 
Company was 36.25 years as of the time they were appointed as pilot-in-training. 
(See attachment (1).) 

Panama Canal pilots are a unique group of Federal employees. It can be 
stated with accuracy that there is no other identical group of workers in the entire 
Federal Government. They are equally proficient in piloting vessels through 
channels, cuts, and hazardous waters, and in docking and undocking all types of 
vessels. Moreover, they are experts in guiding the largest vessels through the 
intricate three-locks system of the Panama Canal. 

The commendable way in which they have performed their duties is fully ex- 
emplified by their remarkable safety record. This safety record in which the 
excel has been achieved in one of the most hazardous bodies of water in the world. 
Their record is not only a credit to the Government service, but has resulted in 
substantial savings to their employer, the Panama Canal Company. For example, 
during the fiscal year from July 1, 1956, through June 30, 1957, there were 9,765 
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vessels transited through the Panama Canal by these pilots. In addition, there 
were 7,113 vessel movements in the harbors of Balboa and Cristobal performed 
by Panama Canal pilots. In all of these 16,878 ship movements in Panama Canal 
waters there were only 4 accidents in which the pilot was found at fault in any 
way. In other words, 99.999 percent of the ship movements were performed with 
safe pilotage. The instances where pilots were at fault in any way constituted 
only 0.00023 percent of the total ship movements. This is a most remarkable 
record. 

Of equal importance with respect to this safety record is the fact that the total 
cost of ship damage which could in any way be attributed to the pilots during the 
course of the entire fiscal year amounted to only $8,033. Considering the extent 
of the operations of the Company, and the large number of ship movements, this 
cost was completely negligible. It should be remembered that only one serious 
collision to a valuable ship and its cargo could result in a liability to the Panama 
Canal Company of several hundred thousands of dollars. 

To demonstrate the inadequacies of the current provisions of the Civil Service 
Retirement Act in meeting the specific situation of Panama Canal pilots, we would 
like to introduce several charts which graphically portray the need for the legisla- 
tion proposed in H. R. 4000, H. R. 8851, and 8. 821. Captain Baverstock will 
explain these charts. The first chart (chart A) gives a comparison of annuities 
under the voluntary retirement provisions of the act, which permit retirement at 
age 55 with 30 years of Government service. The comparison in the chart is made 
between a CS—14 civil-service employee and a Panama Canal pilot. This com- 
parison is made because the salary ranges for the two positions are currently 
comparable. As can be noted from the chart, a Panama Canal pilot, because of 
the late age at which he is able to enter Federal service, is excluded from the hope 
of voluntary retirement prior to age 62, while the GS-14, having been able to 
achieve 30 years of service, would be entitled to receive an immediate annuity of 
49.4 percent of his salary upon retiring at age 55. The proposed legislation 
would help to remedy this situation because it would permit a pilot with a total of 
20 years Federal service to retire at age 55. However, it would not completely 
equalize the position under the Retirement Act for the 2 jobs since the pilot would 
be able to receive an annuity of only 37.3 percent of his salary, as compared with 
the 49.4 percent of his salary which the GS—14 would receive. 

As of the present time, of the 92 men now on the Panama Canal pilot force, there 
are only 9 now 55 years of age or more who would be able to qualify for retirement 
under the provisions of S. 821 as this bill was passed by the Senate. From 1914 
when the Panama Canal first began operating until the present time there has 
been a total of 133 pilots separated from the pilot force. Of this total, after 
eliminating those who left beeause of resignations, discharges, and reductions in 
force, there remain 79 career pilots who have been separated from the Panama 
Canal services. The reasons for separation of these 79 career pilots are shown in 
this next chart (chart B). You will note that a total of 60 percent of these pilots 
have been separated from the service because of physical disability or death in the 
service. Only 25 percent of these career pilots ever reached the age of 62 in the 
service. There were 10 pilots who left the service with annuities, or voluntary 
retirement. Sixteen of these pilots died in the service. In other words, 60 per- 
cent more pilots died in the service than were able to take voluntary retirement on 
reduced annuity. Captain Baverstock will explain this chart in more detail. 

One of the most debilitating factors in the employment of Panama Canal 
pilots is their hours of work. To my knowledge, no other group of Federal em- 
ployees is faced with such a work schedule. The necessities of their job require 
highly irregular and long continuous hours of work. Adjustment of sleeping 
habits to the irregular hours required by their work is a most difficult accomplish- 
ment. In addition, the 9 to 20 hours of continuous watch which every pilot must 
stand on the bridge of the ship he is transiting through the 48 hazardous miles 
of the Panama Canal under the glare of the tropical sun is an exhaustive task. 
It requires a maximum of physical fitness. Even the youngest pilots sometime 
find it difficult to cope with the arduous duties they must perform. Many have 
left the service because they felt that they could not maintain their health under 
such working conditions. 

Chart C gives the working hours of 4 different pilots in selected workweeks 
during the past 6 months. The workweeks selected depict fair samples of the 
length of the daily and weekly hours worked by Panama Canal pilots. They 
also illustrate the extreme irregularity of their work schedules. There is no 
normal or average daily or weekly schedule. The pilots work when the ships 
present themselves. Operational necessity required this type of schedule. Never- 
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theless, it has highly enervating effects on the physical condition and aging process 
of all Panama Canal pilots. 

The workweeks of 65, 70, and over 70 hours are not unusual or exceptional. 
Day in and day out, such working hours in this tropical climate provide a partial 
explanation of the exceptionally high 60-percent death and disability rate of 
Panama Canal pilots, which has been previously shown in chart B. Captain 
Baverstock will explain more fully the work schedules in chart C. 

It is not often understood how much night work is required of Panama Canal 
pilots. They receive no extra compensation for working at night. Several years 
ago they were paid such extra compensation in the form of a night differential, 
but this was discontinued. Chart D which is for the month of July 1957, shows 
that less than 25 percent of the transits of vessels through the Panama Canal were 
performed completely during daylight hours. Over 76 percent of these transits 
were performed partially during night hours. Captain Baverstock will explain 
this chart. 

The Civil Service Commission has commented on the proposed optional retire- 
ment system for Panama Canal pilots. These comments have reiterated the 
known general position of the Civil Service Commission with respect to changes 
in the Retirement Act. The Commission has consistently opposed any change 
in that act which would grant any alleviation from its present standards. In its 
report it has not deviated from this position, despite the strong humanitarian 
aspects of the present proposals. The Commission’s comments on the present 
bills lack an understanding of the peculiar problems involved in the employment 
and working conditions of Panama Canal pilots. We are pleased that a repre- 
sentative of the Commission is attending these hearings. We do believe it 
desirable, however, to present certain facts which will clarify some of the remarks 
and comments of the Commission. 

The Commission apparently does not contest the fact that the positions of 
Panama Canal pilots are subject to many inherent hazards. Nevertheless it 
seems to be of the opinion that the proposed legislation in some way grants a 
preference to the pilots. Nothing could be further from the actual facts. 

As has been previously stated, it is abundantly clear that there is no other 
group of Federal employees having identical duties or who are subject to the 
same hazards and responsibilities as are the Panama Canal pilots. Also, so far 
as we have been able to ascertain, there are no other Federal employees who 
cannot qualify for appointment to Government positions until reaching their 
middle thirties. The only exception we can think of might be the President of 
the United States or Members of Congress who are required to be of a certain 
age before they can be elected. Actually the legislative proposals before this 
subcommittee would simply equalize the position of the pilots with other Federal 
employees under the Retirement Act. Contrary to the Civil Service Commis- 
sion’s statement, the legislation proposed does not create any preferential cate- 
gory of employees. Instead of 85 percent of the total pilot force who have been 
separated from Government service since 1914 being ineligible to receive the full 
benefits of the Retirement Act, the optional retirement system proposed would 
merely grant a 55-year-old Panama Canal pilot with the required period of 
service an equal opportunity with a GS-14 career Government employee to 
achieve the benefits of the Retirement Act. 

The Civil Service Commission refers to a study of the retirement policy made 
by a Special Committee on Retirement which was authorized by an act of Con- 
gress in 1952. Under this authorization of the Congress the Committee was 
directed to submit a report and recommendations regarding ‘‘the necessity for 
special benefit provisions for selected employee groups, including oversea per- 
sonnel, and employees in hazardous occupations.’’ The Commission in its 
comments quotes portions of the report of this Special Committee. We think it 
particularly pertinent that Panama Canal pilots have no knowledge of any 
investigation of their duties or of any study or even any contact by this Special 
Committee. In view of this known omission, it is respectfully submitted that 
the report is both incomplete and inadequate, and provides no sound basis for 
comments with respect to the peculiar and unique duties and responsibilities of 
Panama Canal pilots or their retirement problem. 

Despite its deficiencies, the Special Committee on Retirement made one state- 
ment with which we agree wholeheartedly, to the effect that Government em- 
ployees should be treated alike for retirement purposes. The present legislation 
would do exactly this, in that it would permit voluntary retirement of Panama 
Canal pilots at age 55, which would take into account the high entrance age at 
which they are required to enter their positions, because of the long years of 
experience that are necessary to qualify them for such positions. It seems clear 
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that unless this change is made in the Retirement Act, Panama Canal pilots, 
unlike other Federal employees, will be precluded from receiving retirement 
benefits to which these other employees are now entitled. 

One point made by the Special Committee is worthy of note. It is stated in 
a portion of the report that retirement benefits are not intended as any sub- 
stitute for appropriate compensation for duties and hazards of a particular 
position. In other testimony before this subcommittee on H. R. 6708 the pilots 
have attempted to show that they have not been paid any compensation for 
their hazardous duties in lieu of retirement benefits. As a matter of fact, prac- 
tically every position held by United States citizens in the Canal Zone carries 
with it a 25 percent tropical pay differential. This differential is paid to all 
types of positions, including sedentary jobs. The pilots strongly feel that this 
tropical pay differential should be paid to all United States citizens working in 
the Canal Zone. However, we would like to point out to the subcommittee that 
Panama Canal pilots themselves do not and never have been paid a 25 percent 
tropical pay differential, or any other pay differential, as are other Government 
employees in Overseas jobs. 

It is indicated in the Special Committee report that special benefit provisions 
might be utilized in the interest of the Government when designed to ‘‘keep the 
service young.”’ We have no quarrel with this policy, and as a matter of fact, 
that is one of the objectives of the legislative proposals under consideration. 
This is one of the reasons we believe the proposed legislation would be beneficial 
to the Panama Canal Company. It would result in a full complement of Panama 
Canal pilots who are not handicapped to some degree. It is well known that a 
number of the present pilot force have handicaps which are not yet serious enough 
to warrant physical disability retirement. These men have, by the nature of 
their duties, acquired certain physical defects which, though not totally disabling, 
are handicapping. They are unable to take voluntary retirement because their 
period of service does not begin to approach 30 years. At the same time they are 
filling an authorized space on the pilot force, and the Company does not recruit a 
new man to replace the handicapped pilot until he has reached the age of 62, or 
has died, or has become totally disabled. The present legislation would remedy 
this situation and in our judgment would achieve the goal mentioned by the 
Special Committee on Retirement of ‘‘keeping the service young.”’ 

One further argument made by the Special Committee on Retirement is that 
employees with experience and training are particularly valuable to the Govern- 
ment. The Committee inferred that the Government would suffer from the loss 
of the services of these more experienced employees. In line with these com- 
ments, it should be pointed out to the subcommittee that only 9 out of 92 pilots 
who are now 55 years of age, or more, would be able to qualify under the period of 
service required in 8. 821, as passed by the Senate. In the past 43 years of Panama 
Canal operations, only 20 pilots have remained on the job until they reached the 
age of 62 and full retirement. 

The average age of all career pilots at the time they separated from the pilot 
force has been 55.8 years, and the average length of service on the pilot force has 
been 18.7 years. It is significant that both the average age at time of separation 
for Panama Canal pilots, and the average length of service on the pilot force 
correspond directly to the age and length of service provisions of the legislation 
passed by the Senate. 

In connection with the comments by the Special Committee on Retirement 
with respect to the loss of trained and experienced employees, it should be of 
interest to this subcommittee to note our next chart. (Chart E), which depicts 
the comparison of ages of pilots assigned to superships transiting the canal. 
Superships are the largest ore ships, tankers, large passenger vessels, or capital 
ships. Usually such ships require more than one pilot. Transiting of these 
ships, with beams approaching the 110-foot width of the canal locks, through 
these locks and the narrow channels of the canal, is an extremely difficult task. 
This operation requires the highest degree of skill and experience in shiphandling 
and navigation. Chart E will show that no distinction is made in the selection 
of pilots for these superships, other than that each such pilot must have had 5 
years of experience on the pilot force. It will further show that during the 3 
months period portrayed in this chart, only 43 out of 188 pilots assigned to these 
superships were 55 years of age or more. In other words, the comments of the 
Special Committee on Retirement seem to be inappropriate with respect to 
Panama Canal pilots, because they fail to take into consideration the required 
long years of training and experience prior to qualification for such positions. 

he Special Committee on Retirement looks with favor on plans which would 
permit reassignment of employees to less arduous or demanding duties prior to 
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separation. Panama Canal pilots would be very happy if such a plan could be 
adopted by the Panama Canal Company, provided any reassignment carried the 
same wage scale. Nevertheless, it should be noted that because of their long 
training and experience as pilots, it is very difficult to find positions in which 
they would fit. At the present time there seem to be only two such administra- 
tive positions in the Panama Canal Company organization. These are the posi- 
tions of assistant port captains in Balboa and Cristobal, and several former pilots 
have filled these positions by selection of the Company. 

We see no merit in the comments of the Civil Service Commission with respect 
to an undesirable precedent being established by this proposed legislation. As 
this subcommittee is aware, the present Retirement Act contains several optional 
systems of retirement. Furthermore, no precedent would be created because as 
we have stated above, there is no other position in the Federal Government which 
is identical to the position of Panama Canal pilot. 

We have one final chart which we believe illustrates very vividly the problem 
which concerns all Panama Canal pilots, and which is the basic reason for the 
proposed legislation. I refer to chart F which demonstrates the essential need 
for this legislation. This chart very accurately portrays the unrefuted fact that 
of the total pilot force who have been separated since 1914 only 15 percent (20 
men) have been able to or did attain the full benefits of the Civil Service Retire- 
ment Act as amended. This figure, along with the further fact that 85 percent 
of the pilots who have been separated from their jobs have not obtained these 
retirement benefits, seems to conclusively establish both the inadequacy of the 
present law and the need for the legislation proposed. 

The cost of the proposed legislation would be infinitesimal. This is because the 
number of pilots has never exceeded 100 at any given time. During the past 43 
years, there have been a total of only 30 full and optional retirements. In other 
words, there has been only seven-tenths of a man per year retired from the pilot 
force. It can be readily seen from this figure that the cost of this legislation would 
be negligible. On the other hand, it could be of inestimable benefit to the Gov- 
ernment and to the Panama Canal Company because it would enable the Com- 
pany to maintain a full staff of pilots of superior skill, dependability, character, 
and full physical fitness. It would likewise be of great benefit to this small, loyal, 
skilled, and experienced group of Federal employees who are serving their Govern- 
ment in this tropical overseas area. 

Mr. Chairman, we would like to express our deep gratitude to this subcommittee 
for its consideration of our testimony. All Panama Canal pilots join me in thank- 
ing you, Mr. Chairman, and the members of your subcommittee, for coming to the 
Canal Zone to hold these hearings. 


ATTACHMENT I.—Age of pilots when appointed pilot in training 


























| 
| Pilot in training | Pilot in training 
} i 
Name | Age at Name Age at 
| Dateap- | time || Date ap- time 
pointed | ofap- | | pointed of ap- 
| point- | point- 
| ment | ment 
fg WS Sas i. POD UA ib SIO 
Allie, Franklin W_.._...-. | Dec. 30, 1956 33 Pridgen, Henry M_--.....-| Apr. 21, 1957 | 35 
Carlson, Edgar 8.........- | Jan. 13, 1957 | 40 || Tuttle, Arthur. ...........|....- Giiciccai 32 
Cole, Walter C............ feb. 24, 1957 | 40 |} Mason, Samuel F., III....| May 5, 1957 35 
Cramer, Glen M_.-...----- | Mar. 10, 1957 | 47 || Christian, Joe Y_.......... July 28, 1957 31 
Currier, Norman M.....-- Apr. 21, 1957 | 34 || Featherston, Edward M._.|__._- 055.243 41 
McClean, Richard A-...-- | Reon do. ----| 34 Ridge, Patrick J_.... spk aiaeae Aug. 4, 1957 33 





Note.—Above list contains information on the last 12 men placed on the pilot force. Complete research 
into age at which all current pilots entered the pilot force would approximate the same average as for these 
12 men: 36.25 years. 


Mr. Tyson. Mr. Chairman and members of the subcommittee, 
there are three bills pending before this subcommittee that relate 
to the retirement of Panama Canal pilots: H. R. 4000, introduced 
by Representative Shelly of California; H. R. 8851, introduced by 
Representative John Allen of California; and S. 821, introduced by 
Senator Scott of North Carolina, and which was passed by the Senate 
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during the 1st session of the 85th Congress. All of these bills provide 
an optional system under the Civil Service Retirement Act, as 
amended, for the retirement of Panama Canal pilots. I would like 
to address myself particularly to what happened in the Senate on 
S. 821 which provides an optional system of retirement at age 55 for 
Panama Canal pilots who have 20 years of service. Now, the other 
2 bills provide for 15 years of service, but the amendment in the 
Senate went to 20 years and that is satisfactory with the pilots; 15 
of those years must have been as a Panama Canal pilot. 

At the present time—Mr. Chairman, would you bear with me in 
reading a part of this? It’s somewhat technical, some of it. 

Mr. Youna. Yes, sir; just proceed. 

Mr. Tyson. We shall attempt to show that only a small percentage 
of Panama Canal pilots ever attain the full benefits of the present 
civil service retirement law. The careers of ship pilots in the Panama 
Canal Zone are of limited duration, by comparison with other types of 
Federal employment. Because of the years of experience in seaman- 
ship and navigation that are required as a prer equisite to appointment, 
Panama Canal pilots cannot qualify for their positions before they 
are 30 to 35 years of age. The average age of the last 12 pilots hired 
by the Company was 36.25 years as of the time they were appointed 
as pilots-in-training. And I refer you to the attachment I, which 
gives the ages of the last 12 pilots. And you will note that they run 
from a high of 47 to a low of 31 years of age at that time. And that 
is when they were appointed a pilot-in- training. And, of course, it 
would be a year and a half after that when they will become qualified 
pilots. 

Panama Canal pilots are a unique group of employees. It can be 
stated with accuracy that there is no other identical group of workers 
in the entire Federal Government. They are equally proficient in 
piloting vessels through #hannels, cuts and hazardous waters, and in 
docking and undocking all types of vessels. Moreover, they are 
experts. in guiding the largest vessels through the intricate three-locks 
system of the Panama C anal. 

The commendable way in which they have performed their duties 
is fully exemplified by their remarkable safety record. Mr. Chair- 
man, I hope the committee will listen very attentively to this because 
I think it’s something remarkable, really. 

Mr. Younac. The committee has given you its full attention, 
Mr. Tyson, if you'll proceed. 

Mr. Tyson. Yes, sir. This safety record in which they excel has 
been achieved in one of the most hazardous bodies of water in the 
world. Their record is not only a credit to the Government service, 
but has resulted in substantial savings to their employer, the Panama 
Canal Company. For example, during the fiscal year from July 1, 
1956, through June 30, 1957, there were 9,765 vessels transited through 
the Panama Canal by these pilots. In addition, there were 7,113 
vessel movements in the harbors of Balboa and Cristobal performed 
by Panama Canal pilots. In all of these 16,878 ship movements in 
Panama Canal waters, there were only 4 accidents in which the pilot 
was found at fault in any way. In other words, 99.999 percent of 
the ship movements were performed with safe pilotage. The instances 
where pilots were at fault in any way constituted only 0.00023 percent 
of the total ship movements. This is a most remarkable record. 
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Of equal importance, with respect. to this safety record, is the fact 
that the total cost of ship damage which could in any way be attributed 
to the pilots during the course of the entire fiscal year amounted to 
only $8,033. And, I might say, Mr. Chairman, that that’s less than 
50 cents per vessel. Considering the extent of the operations of the 
Company and the large number of ship movements, this cost was 
completely negligible. It should be remembered that only one 
serious collision to a valuable ship and its cargo could result in a 
liability to the Panama Canal Company of several hundred thousands 
of dollars. 

To demonstrate the inadequacies of the current provisions of the 
Civil Service Retirement Act in meeting the specific situation of 
Panama Canal pilots, we would like to introduce several charts which 
graphically portray the need for the legislation proposed in these 
bills. C aptain Baverstock will explain these charts. The first chart, 
chart A, gives a comparison of annuities under the voluntary retire- 
ment provisions of the act which permit retirement at age 55 with 30 
years of Government service. The comparison in the chart is made 
between a GS-14 civil service employee and a Panama Canal pilot. 
This comparison is made because the salary ranges for the two posi- 
tions are currently comparable. As can be noted from the chart, a 
Panama Canal pilot, because of the late age at which he is able to enter 
Federal service, is excluded from the hope of voluntary retirement 
prior to age 62; while the GS-14, having been able to achieve 30 years 
of service, would be entitled to receive an immediate annuity of 49.4 
percent of his salary upon retiring at age 55. The proposed legis- 
lation would help to remedy this situation because it would permit a 
pilot with a total of 20 years of Federal service to retire at age 55. 
However, it would not completely equalize the position under the 
Retirement Act for the two jobs since the pilot would be able to receive 
an annuity of only 37.3 percent of his salary, as compared with the 
49.4 percent of his salary which the GS-14 would receive. Captain 
Baverstock will explain that. 

Mr. Youna. Captain Baverstock. 


STATEMENT OF CAPT. CLINTON BAVERSTOCK, PILOT, PANAMA 
CANAL COMPANY 


Captain Baverstock. Mr. Chairman, this chart shows a compari- 
son of annuities which a Panama Canal pilot can earn under present 
and proposed legislation, as compared with a Company employee 
of GS-14 rating. We use for comparison a GS-14 rating because 
the salary bracket is comparable to that of a Panama Canal pilot. 
Here a GS-14 employee, with 30 years of service at age 55, could 
retire with an annuity of 49.4 percent of his best 5-year average 
salary. 

Mr. Youna. Excuse me, Captain Baverstock. These charts are 
being offered in evidence and are to be made a part of this record? 

Mr. Tyson. Mr. Chairman, we have had photostated the ones 
that we were able to get, before the committee hearing today. There 
are two of them which are not attached to the record and we will 
give them to Mr. Cassell as soon as they are finished. 

Mr. Young. Please see that that’s done, will you, so that we'll 
have a complete record of it. 
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Cruart A.—ComPpaRISON—ANNUITIES REFLECTED IN PERCENTAGE OF BEST 
5-YEAR-AVERAGE SALARIES 


Under Present Under 
Retirement Provisions Proposed Legislation 





Below Below Below 


(1) GS-14 employee, 30 years service at age 55, minus deductions, would receive immediate annuity 
to 49.4 percent of $13,706, his best 5-year-average salary. 

(2) Panama Canal pilot, enters service at age 36, has only 19 years service at age 55, therefore not eligible 
for immediate annuity. 

(3) Under proposed legislation: Pilot enters service at age 36, has 29 years’ service at age 56, less deductions, 
would redeive immediate annuity amounting to 37.3 percent of $13,496, his best 5-year-average salary. 


Mr. Tyson. As of the present time, of the 92 men now on the 
Panama Canal! pilot force 

Mr. Youna. Excuse me, just a minute, Mr. Tyson, I hate to in- 
terrupt you. I interrupted Captain Baverstock. I don’t believe he 
had completed his statement. 

Captam Baverstrockx. Mr. Chairman, this represents the Panama 
Canal pilot who enters the service at age 36. He has only 19 years 
of service, so he is not eligible for immediate annuity under the pres- 
ent retirement provisions. However, under the proposed legislation, 
at age 56, when he had 20 years of service, he would then be able to 
take voluntary retirement on an annuity which equals 37.3 percent 
of his best 5-year average salary. Now, this legislation would per- 
mit the pilot to enjoy voluntary retirement, at age 55, the same as 
the GS-14. But, it could not be considered as preferential—placing 
of the pilot in a preferential category because he still would only re- 
ceive 37.3 percent of his salary. It certainly would not remove the 
incentive for the pilot to remain in service as long as he was physi- 
cally able, and thereby increase his annuity. 

Mr. Tyson. Mr. Chairman, that 

Mr. Youne. Thank you, Captain Baverstock. 

Mr. Tyson. Mr. Chairman, that chart—as Captain Baverstock 
says, because of the 20-year provision in these bills, he would only 
get 37 percent; whereas, the 49 percent which the GS—14 gets, he 
gets it with 30 years, you see, for 30 years’ service. So, here is that 
difference, sir. 

As of the present time, of the 92 men now on the Panama Canal 
pilot force, there are only 9 now 55 years of age or more who would 
be able to qualify for retirement under the provisions of S. 821 as 
this bill was passed by the Senate. From 1914, when the Panama 
Canal first began operating, until the present time, there have been 
a total of 133 pilots separated from the pilot force. Of this total, 
after eliminating those who left because of resignations, discharges, 
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and reductions in force, there remain 79 career pilots who have been 
separated. from the Panama Canal service. The reasons for separation 
of these 79 career pilots are shown in the next chart, chart B. You 
will note that a total of 60 percent of these pilots have been separated 
from the service because of physical disability or death in the service. 
Only 25 percent of these career pilots ever reached the age of 62 in the 
service. There were 10 pilots who left the service with reduced 
annuities or voluntary retirement. Sixteen of these pilots died in the 
service. In other words, 60 percent more pilots died in the service 
than were able to take voluntary retirement on reduced annuity. 
Captain Baverstock may have some comments on this chart, Mr. 
Chairman. 
Mr. Youna. Captain Baverstock. 


Cuart B.—Deats anp Disapinity Rates oF PANAMA CANAL CAREER PILOTS, 
1914-57 
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79 CAREER PILOTS SEPARATED FROM SERVICE, 1914-57 


(Average of 1.8 men per year) 


Percent 
31 pilots disabled J bad mies ioe ae SSRLEL 40 
16 pilots died in service - . . . Ti ts Ph dae 20 
20 pilots retired, age 62 Bbw eenkd 25 
10 pilots retired, vobintary - aie aap de 13 
2 appointed administrative positions ; 7 taatbaw 2 


Captain Baversrock. Mr. Chairman, of the 79 pilots who have 
left the service as career pilots since 1914—we refer to pilots who have 
continued on in the service and ended their careers with the Panama 
Canal Company—20 percent have been—or 40 percent have been 
disabled in service before reaching the age of retirement, age 62; 20 per- 
cent died in the service before reaching the age of 62; 2 percent were 
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appointed to administrative positions, that is, assistant port captains; 
13 percent were able to take voluntary retirement due to prior Govern- 
ment service; and 25 percent reached the age of 62 and full annuity 
benefits under the act. 

Mr. Youna. Thank you, Captain Baverstock. Mr. Tyson. 

Mr. Tyson. Mr. Chairman, one of the most debilitating factors in 
the employment of Panama Canal pilots is their hours of work. To 
my knowledge, no other group of Federal employees is faced with 
such a work schedule. The necessities of their job require highly 
irregular and long continuous hours of work. Adjustment of sleeping 
habits to the irregular hours required by their work is a most difficult 
accomplishment. In addition, the 9 to 20 hours of continuous watch 
which every pilot must stand on the bridge of the ship he is transiting 
through the 48 hazardous miles of the Panama Canal under the glare 
of the tropical sun is an exhaustive task. It requires a maximum of 
physical fitness. Even the youngest pilots sometimes find it difficult 
to cope with the arduous duties they must perform. Many have left 
the service because they felt that they could not maintain their health 
under such working conditions. 

Chart C gives the working hours of 4 different pilots in selected 
workweeks during the past 6 months. The workweeks selected depict 
fair samples of the length of the daily and weekly hours worked by 
Panama Canal pilots. They also illustrate the extreme irregularity 
of their work schedules. There is no normal or average daily or weekly 
schedule. The pilots work when the ships present themselves. 
Operational necessity requires this type of schedule. Nevertheless, 
it has highly enervating effects on the physical condition and aging 
process of all Panama Canal pilots. 

The workweeks of 65, 70, and over 70 hours are not unusual or ex- 
ceptional. Day in and day out, such working hours in this tropical 
climate provide a partial explanation of the exceptionally high 60 per- 
cent death and disability rate of Panama Canal pilots, which has been 
previously shown in chart B. Captain Baverstock will explain more 
fully the work schedules in chart C. 

Mr. Youne. Captain Baverstock. 

Captain Baverstocx. Mr. Chairman, in this chart here we are 
using the white lines to illustrate an employee’s regular workweek of 
40 hours, consisting of five 8-hour days, while the black lines indicate 
the long and irregular periods of duty of the Panama Canal pilots. 
For example, Captain Schwartzman, in the week of June 16 to 22, 
1957, went to work Sunday morning at 7:40, continued through and 
completed his duty at 1:20 a. m., Monday morning; then went to 
work again at 8 o’clock, Tuesday morning, continued through and 
completed his assignment at 1:20 Wednesday morning. He was out 
again at 1 o’clock the same afternoon, continued through and com- 
pleted his assignment at 4:20 a. m., on Thursday. He then went to 
work again at 7 a. m., Friday; completed his duty at 10 p. m., Satur- 
day, he again started a transit at 10 a. m., and continued through into 
the next week. Now, this gave him a total of 77.5 hours for that 
workweek. I point out that, on all of the 7 days of this week, some 
portions of them, at least, were spent in a duty status. 
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Cuart C.—SAMPLE WoRKWEEKS, PANAMA CANAL PiLots—Continued 
CAPTAIN SCHWARTZMAN, WEEK OF JUNE 16-22, 1957 





























Date Day Start End Total 
hours 
16 | Subday:............ I ion bis be kinnh ddieant ae | CPP. bovine. is 16.5 
17 | RONG cevdeewwiuch BO MOR. sag 055 - . obese hus ciagssepeccccfeccese 0120 1.0 
18 | Tuesday......-. ._-- Transit - Sb od56< cscs Ben b Enda st ‘| 0800 |..-. 16.0 
19 | Wednesday..-..-...- meameerenes I. |... o..a.c8 1... lc. - M4 0120 1.5 
, ES eS See ee eae 1300 |_..- 11.0 
20 | Thursday...-.....-- Be TOMES. BE adn on sances hen cates cmp -ccbe-bs ese 0420 4.5 
3 | Friday.) .-35..J.- EE dle conden benn coccocdilesstiineasesadl 0700 2000 | 13.0 
22 | Saturday--..-...-.-- Transit UBT 6 nd isk. ae BOG) ~~ 52-.--=| 14.0 
moun hows worked... 2. ...65.......24,....- ° | ans 
CAPTAIN FARRELL, WEEK OF JUNE 16-22, 1957 
16 | Sunday-....---...-- PUI 6 fab dave les. i tec dotnle de 0545 | 1925 | 13.5 
17 | Monday..........-- cl UL, ee eee 0915 2355 | 14.5 
18 | Tuesday_........-. (Not ealled.) 
19 | Wednesday-_-_--____- bles 4c 8g 0d Santen opiennddcee dil 0645 | 2145 | 15.0 
20 | Thursday -.----_--- (Nonwork day oi 
91 | Sriday.: ....552.. Transit. a Dae Ble 0845 |_.... 15.5 
22 | Saturday......__-- End qasensit |.............-.----.- 1 0115 | 1.0 
Transit (repeat) -..--.-- Shana Sas 5D [==-.-..-] 11.5 
Total hours worked..............-----.| 71.0 
CAPTAIN HART, WEEK OF JUNE 23-29, 1957 
23 | Sunday........-_--- Transit (repeat) ...............-.-- 0845 | 15.0 
24 | Monday-_...........| End of transit ad audnba aabhate : | 0020 5 
25 | Tuesday------- ..--| Transit. - We is : 0455 |. ..- | 19.0 
26 | Wednesday---...-.- End of transit ..._.._-. shiesdat Enh .| 0105 | 1.0 
Transit (repeat) _.____- a 0850 | 15.5 
27 | Thursday. ..-...--- End of transit ca ‘ | 0410 | 4.0 
28 | Briday..o..cnvec a+, a rr y 
29 | Saturday...........| Transit-- J ee 7 ° 0745 | 2305 | 15. 5 
Total hours worked ; : lob 70.5 
CAPTAIN RENNIE, WEEK OF OCT. 6-12, 1957 
6 | Sunday-. i Transit - _ .. : ; 0830 | 15. 5 
7 | Monday............| End of transit --- . 0230 2.5 
| Called to repeat—Standby - - --- -| 1300 | 1500 2.0 
8 | Tuesday Transit ; és 0430 12M 19.5 
9 | Wednesday Transit (repeat) -| 1235 | 11.5 
10 | Thursday. --- .| End of transit =. 0340 3.5 
11 | Friday....-........| Transit... | 0700 | 2030 13.5 
12 | Saturday- : | | (Nonwork day. ve 
Total hours worked. 68. 0 


Over here we have a workweek in which the pilot had 2 days in 
which he did not work but he still accumulated 71 hours of duty in 
the 5 remaining days of the week. I'd like to point out in particular 
the frequency of finishing after midnight, in the early hours, of the 
duty assignments. And, you can see the difficulty of getting suffi- 
cient rest before another period of duty, under such irregularities of 
such hours in the morning. 

Mr. Youne. Thank you, Captain Baverstock. Mr. Tyson. 

Mr. Tyson. Mr. Chairman, it is not often understood how much 
night work is required of Panama Canal pilots. They receive no 
extra compensation for working at night. Several years ago they 
were paid such extra compensation in the form be a night differential, 
but this was discontinued. Chart D, which is tor the month of July 
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1957, shows that less than 25 percent of the transits of vessels through 
the Panama Canal were performed completely during daylight hours. 
Over 76 percent of these transits were performed during night hours. 
Captain Baverstock will also explain this chart. 

Mr. Youna. Captain Baverstock. 


Cuart D.—PERCENTAGE OF TRANSITS COMPLETED ENTIRELY IN DAYLIGHT 


WHEETTALT 208 Transits - All daylight hours 


706 Transits - Portions thereof 
during darkness 





During the month of July 1957 there were a total of 914 transits: 
Completed entirely in daylight: 208, or 22.7 percent. 
Transits with portions completed in darkness: 706, or 77.3 percent. 


Captain Baverstockx. Mr. Chairman, here we have the month of 
July—transits for the month of July 1957. This shows the propor- 
tion of transits completed in daylight hours with those portions of 
which were completed in darkness; 208 transits were completed 
during hours of daylight, while 607 transits 

Mr. Youna. 706, 1 believe. 

Captain Baverstock. 706 transits, or portions of them, were com- 
pleted during hours of darkness. In other words, less than a quarter 
of the total number of transits were completed during daylight hours. 

Mr. Younc. Thank you, Captain Baverstock. Mr. Tyson. 

Mr. Tyson. Mr. Chairman, most of the remainder of my statement 
on this is devoted to trying to answer some of the questions that have 
been raised in the report of the Civil Service Commission to the 
committee. 

Mr. Youna. Thank you, sir. 

Mr. Tyson. The Civil Service Commission has commented on the 
proposed optional retirement system for Panama Canal pilots. These 
comments have riterated the known general position of the Civil 
Service Commission with respect to changes in the Retirement Act. 
The Commission has consistently opposed any change in that act 
which would grant any alleviation from its present standards. In its 
report it has not deviated from this position, despite the strong 
humanitarian aspects of the present proposals. The Commission’s 
comments on the present bills lack an understanding of the peculiar 
problems involved in the employment and working conditions of 
Panama Canal pilots. We are very much pleased that a representa- 
tive of the Commission is attending these hearings. We believe it 
desirable, however, to present certain facts which will try to clarify 
some of the remarks and comments of the Commission. 

The Commission apparently does not contest the fact that the posi- 
tions of Panama Canal pilots are subject to many inherent hazards. 
Nevertheless, it seems to be of the opinion that the proposed legislation 
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in some way grants a preference to the pilots. Nothing could be 
further from the actual facts. 

As has been previously stated, it is abundantly clear that there is 
no other group of Federal employees having identical duties or who 
are subject to the same hazards and responsibilities as are the Panama 
Canal pilots. Also, so far as we have been able to ascertain, there are 
no other Federal employees who cannot qualify for appointment to 
Government positions until reaching their middle thirties. The only 
exception we can think of might be the President of the United States 
or Members of Congress who are required to be of a certain age before 
they can be elected. Actually, the legislative proposals before this 
subcommittee would simply tend to equalize the position of the pilots 
with other Federal employ, ees under the Retirement Act. Contrary 
to the Civil Service Commission’s statement, the legislation proposed 
does not create any preferential category of employees. Instead of 
85 percent of the total pilot force, who have been separated from 
Government service since 1914, being ineligible to receive the full bene- 
fits of the Retirement Act, the optionai retirement system proposed 
would merely grant a 55-year old Panama Canal pilot, with the re- 
quired period of service, an equal opportunity with a GS-14 career 
Government employee to achieve the benefits of the Retirement Act. 

The Commission refers to a study of the retirement policy made by 
a Special Committee on Retirement which was authorized by an act 
of Congress in 1952. Under this authorization of the Congress, the 
Committee was directed to submit a report and recommendations 
regarding, and I quote, “the necessity for special benefit provisions 
for selected employee groups, including oversea personnel, and em- 
ployees in hazardous occupations.’”’ ‘The Commission, in its com- 
ments, quotes portions of the report of this Special Committee. We 
think it particularly pertinent that Panama Canal pilots have no 
knowledge of any investigation of their duties or of any study or even 
any contact by this Spec ial Committee. In view of this known omis- 
sion, it is respectfully submitted that the report is both incomplete 
and inadequate, and provides no sound basis for comments with 
respect to the peculiar and unique duties and responsibilities of 
Panama Canal pilots or their retirement problem. 

Despite its deficiencies, the Special Committee on Retirement——— 

Mr. Youne. Excuse me—the witness will proceed. 

Mr. Tyson. Yes, sir. Despite its deficiencies, the Special Com- 
mittee on Retirement made one yee with which we agree 
wholeheartedly, to the effect that Government employees should be 
treated alike for retirement purposes. The present legislation would 
do exactly this, in that it would permit voluntary retirement of 
Panama Canal] pilots at age 55, which would take into account the 
high entrance age at which they are required to enter their positions, 
because of the long years of experience that are necessary to qualify 
them for such positions. It seems clear that, unless this change is 
made in the Retirement Act, pilots, unlike other Federal employees, 
will be precluded from receiving retirement benefits to which these 
other employees are now entitled. 

One point made by the Special Committee is worthy of note. It is 
stated in a portion of the report that retirement benefits are not in- 
tended as any substitute for appropriate compensation for duties and 
hazards of a particular position. In other testimony before this 
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subcommittee on H. R. 6708, we have attempted to show that they 
have not been paid any compensation for their hazardous duties in 
lieu of retirement benefits. As a matter of fact, practically ever 
position held by United States citizens in the Canal Zone carries wit 
it a 25-percent tropical pay differential. This differential is paid to 
all types of positions, including sedentary jobs. The pilots strongly 
feel that this tropical pay differential should be paid to all United 
States citizens working in the Canal Zone. However, we would like 
to point out to the subcommittee that the pilots themselves do not 
and never have been paid a 25-percent tropical pay differential, or 
any other pay differentia], as are other Government employees in 
overseas jobs. 

It is indicated in the Special Committee report that special benefit 
provisions might be utilized in the interest of the Government when 
designed to ‘‘keep the service young.”” We have no quarrel with this 
policy and, as a matter of fact, that is one of the objectives of the 
legislative proposals under consideration. This is one of the reasons 
we believe the proposed legislation would be beneficial to the Panama 
Canal Company. It would result in a full complement of Panama 
Canal pilots who are not handicapped to some degree. It is well 
known that a number of the present pilot force have handicaps which 
are not yet serious enough to warrant_physical disability retirement. 
These men have, by the nature of their duties, acquired certain 
physical defects which, though not totally disabling, are handicapping. 
They are unable to take voluntary retirement because their period of 
services does not begin to approach 30 years. At the same time, they 
are filling an authorized space on the pilot force, and the Company 
does not recruit a new man to replace the handicapped pilot until he 
has reached the age of 62 or has died or has become totally disabled. 
The present legislation would remedy this situation and, in our 
judgment, would achieve the goal mentioned by the Special Com- 
mittee of ‘keeping the service young.” 

One further argument made by the Committee—Special Com- 
mittee—is that employees with experience and training-are particu- 
larly valuable to the Government. The Committee inferred that the 
Government would suffer from the loss of the services of these more 
experienced employees. In line with these comments, it should be 
pointed out to the subcommittee that only 9 out of the 92-pilots who 
are now 55 years of age or more would be able to qualify under the 
period of service required in S. 821, as passed by the Senate. In the 
past 43 years of Panama Canal operations, only 20 pilots have re- 
mained on the job until they reached the age of 62 and full retirement. 

The average age of all career pilots, at the time they separated from 
the pilot force, has been 55.8 years; and the average length of service 
on the pilot force has been 18.7 years. It is significant that both the 
average age at time of separation for Panama Canal pilots and the 
average length of service on the pilot force correspond directly to the 
age and length of service provisions of the legislation as passed by the 
Senate. 

In connection with the comments of this special committee, with 
respect to the loss of trained and experienced employees, it should be 
of interest to this subcommittee to note our next chart, chart E, which 
depicts the comparison of ages of pilots assigned to super ships transit- 
ing the canal. Super ships are the largest ore ships, tankers, passenger 
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vessels, or capital ships. Usually, such ships require more than one 
pilot. ‘Transiting of these ships, with beams approaching the 110-foot 
width of the canal locks, through these locks and the narrow channels 
of the canal, is an extremely difficult task. This operation requires 
the highest degree of skill and experience in shiphandling and naviga- 
tion. Chart E will show that no distinction is made in the selection 
of pilots for these super ships, other than that each pilot must have 
had 5 years of experience on the pilot force. It will further show that, 
during the 3 months’ period portrayed, only 43 of 188 pilots assigned 
to these super ships were 55 years of age or more. In other words, 
the comments of the Special Committee on Retirement seem to be 
inappropriate, with respect to Panama Canal pilots, because they fail 
to take into consideration the required long years of training and 
oaeeper to qualify. Captain Baverstock will explain chart E. 
r. Younc. Captain Baverstock. 


Cuart E.—AGE or Pitots or Super Suips,! Avuaust, SEPTEMBER, OcTOBER, 
1957 


Pilots less than 55 years of age assigned to "Super" Ships: 


Pilots age 55 or over assigned to "Super" Ships: 


2 
Number of "Special Assignments" 


ZERO 





1 Super ship is vessel 583 by 78 feet or more, in length and beam. i 
2 Special assignment is assignment of a senior pilot out of turn, or normal job rotation, 


Captain Baverstrock. Mr. Chairman, this chart shows the number 
of pilots assigned to super ships for the period, August, September, 
and October of 1957, and the age groups. Pilots of less than 55 years 
of age assigned to super ships were a total of 145. Pilots, age 55 or 
over, assigned to super ships—the total was 43. The number of 
special assignments was zero. A special assignment is an assignment 
of a senior pilot out of turn or normal job rotation to piloting an 
especially difficult large ship. Now, there never has been a time 
when it was the practice to assign pilots in the age group 55 to 62 
to large ships. I well remember when I was assigned to the Missouri, 
for example, I was age 51. At the present time, these super ships 
are so numerous, it would be impossible to jump around on our board 
and only assign them to pilots in the oldest-age group. Therefore, 
today the pilots go in their rotation. Any pilot with over—more 
that 5 years of service, takes his turn on the board. Thank you. 

Mr. Youna. Thank you, Captain Baverstock. Mr. Tyson. 
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Mr. Tyson. Mr. Chairman, there’s just a little bit more of this. 
The Special Committee on Retirement looks with favor on plans 
which would permit reassignment of employees to less arduous or 
demanding duties prior to separation. The pilots would be very 
happy if such a plan could be adopted by the Panama Canal Company, 
provided any reassignment carried the same wage scale. Never- 
theless, it should be noted that, because of their long training and 
experience as pilots, it is very difficult to find positions in which they 
would fit. At the present time, there seem to be only two such 
administrative positions in the Panama Canal Company organization. 
These are the positions of assistant port captains in Balboa and 
Cristobal, and several former pilots have filled these positions by 
selection of the Company. 

We see no merit in the comments of the Commission with respect 
to an undesirable precedent being established by this proposed legisla- 
tion. As this subcommittee is aware, the present Retirement Act 
contains several optional systems of retirement. Furthermore, no 
precedent would be created because, as we have stated above, there 
is no other position in the Federal Government which is identical to 
the position of the Panama Canal pilot. 

We now have chart F which we believe illustrates very vividly 
the problem which concerns all Panama Canal pilots and which is 
the basic reason for the proposed legislation. I refer to chart F which 
demonstrates the essential need for this legislation. This chart very 
accurately portrays the unrefuted fact that, of the total pilot force 
who have been separated since 1914, only 15 percent, 20 men, have 
been able to or did attain the full benefits of the Civil Service Retire- 
ment Act, as amended. This figure, along with the further fact that 
85 percent of the pilots, who have been separated from their jobs, 
have not obtained these retirement benefits, seems to conclusively 
establish both the inadequacy of the present law and the need for the 
legislation proposed. Mr. Chairman, Captain Baverstock would like 
to explain the chart. 

Mr. Youna. Captain Baverstock. 

Captain Baverstock. Mr. Chairman, of all the 133 pilots separated 
from the Panama Canal pilot force since 1914, only 15 percent, or 
20 pilots, were able to retire on full benefits at the age of 62. In other 
words, 85 percent were separated before they reached retirement age 
of 62. Thank you. 

Mr. Youna. Thank you, Captain Baverstock. Mr. Tyson. 

Mr. Tyson. Mr. Chairman, the cost of the proposed legislation 
would be infinitesimal. I know that this committee is interested in 
costs and I’d like to mention this. This is because the number of 
pilots has never exceeded 100 at any given time. During the past 
43 years, there have been a total of only 30 full and optional retire- 
ments. In other words, there has been only seven-tenths of a man 
per year retired from the pilot force. It can be readily seen from 
this figure that the cost of this legislation is negligible. On the other 
hand, it could be of inestimable benefit to the Government and to 
the Panama Canal Company because it would enable the Company 
to maintain a full staff of pilots of superior skill, dependability, char- 
acter, and full physical fitness. It would, likewise, be of great benefit 
to this small, loyal, skilled, and experienced group of Federal workers 
who are serving their Government in this tropical overseas area. 
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Cuart F.—PERCENTAGE OF PANAMA CANAL PiLots RETIRED AT AGE 62, 
1914-57 










15% 
Retired 

Age 
62 


Percentages based on all 133 men separated from Panama Canal] pilot force since 1914. 


Mr. Chairman, we are deeply grateful to you and to each member 
of this subcommittee and to the staff which you brought down with 
you, for coming down for these hearings. And, on behalf of all 
Panama Canal pilots, we would like to express our thanks to each 
one of you individually. 

Mr. Young. Thank you very much, Mr. Tyson. Are there any 
further questions of Mr. Tyson as a witness? 

Mr. Dennison. I have—— 

Mr. Youne. Mr. Dennison. 

Mr. Dennison. I have a few questions, Mr. Tyson. I think it 
would be good for the record to have you state what the specific 
qualifications are for the position of pilot in the Panama Canal. 

Mr. Tyson. I can—there are several of them. I think maybe it 
might be very helpful to have the president of the Pilots’ Association— 
maybe he could give that—if he can. 

Mr. Dennison. Fine. 

Mr. Tyson. Captain Longmore. 

Mr. Youna, Captain Longmore. 

Captain Lonemore. The minimum requirements to qualify as an 
applicant for license as pilot for the Panama Canal are that he shall: 
Have been employed for a period of 6 months as pilot-in-training; 
and have been employed for a period of 1 year as probationary pilot; 
and not have been over 35 years of age at time of appointment as 
pilot-in-training unless he has served with the United States Navy, 
United States Coast Guard, or the Panama Canal, in which case, the 
age limit may be extended to the extent of such service up to 5 years; 
and have completed high school, or 2 years of high school plus a State 
nautical schoolship course, or have received education equal to either 
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of these requirements; and have completed 7 years’ service as deck 
officer of ocean steam or motor vessels of 1,000 gross. tons or over, 
1 year of which shall have been as master while holding license issued 
by the United States Coast Guard for master of steam or motor vessels, 
any gross tons, any ocean. ‘Those are the requirements, 

Mr. Dennison. What would be the minimum age at which a pilot 
might be initially engaged in service in the Panama Canal? 

Captain Loncmore. Well, in normal times—in normal times, I 
would say around 30— between 30 and 35 years of age, I would say. 
It all depends on shipping, naturally, I mean. 

Mr. Dennison. Do you consider these times normal or abnormal? 

Captain Lonemore. Right now, I would consider them normal— 
right at the present time. 

Mr. Dennison. Is there any problem, to your knowledge, in con- 
nection with the recruitment of pilots for the Canal Zone, at the 
present time? 

Captain Longmore. At the present time, I don’t believe so. I 
think there are plenty of candidates possibly available. As I say, 
it all depends on shipping—the way shipping is, how available jobs 
are in the States. 

Mr. Dennison. Now, Mr. Tyson, you are familiar with S. 821, 
which is the Senate version of this bill? 

Mr. Tyson. Yes, Mr. Dennison. 

Mr. Dennison. I notice that it provides as follows: 





Any employee while serving as a ship pilot in the Panama Canal Zone who 
attains the age of fifty-five years and completes twenty years of service, not less 
than fifteen years of which has been as such a pilot * * * 

Do you have any information as to why the “not less than fifteen 
years’’ was put in there? 

Mr. Tyson. Yes, I think I do, because the committee report in 
the Senate indicated that the years between 40 and 55, or approxi- 
mately—in other words, 15 years—were the years that their service 
could be counted on being obtained. Some of them come before 40 
but, as you will note from the chart, some of them come after 40, also. 

Mr. Dennison. Well, your argument, it seemed to me, was based 
upon the fact that 20 years of service as a pilot was crucial and opera- 
ted to affect a person’s capability. 

Mr. Tyson. Well, we have shown—lI think the statement shows 
it was 18.7, I believe, years of service, for the 133 pilots. That’s 
in the statement, I think. That was the years—the average—you 
might say, the average service. 

Mr. Dennison. Now, Captain Baverstock, what is—how many 
years have you served as a pilot on the canal? 

Captain Baverstock. Well, Mr. Dennison, I was one of the younger 
appointees when I came, who had met all the requirements. I came 
here at age 33. I am now approaching age 57. And I have nearly 
24 years of service. 

Mr. Dennison. I see. 

Captain Baverstock. I have 23, to be exact. 

Mr. Dennison. Now, you have mentioned, in discussing the other 
bill, that you are interested in conforming your pay schedule to that 
which is provided in the maritime industry. What is the provision— 
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what provisions are available in the maritime industry in connection 
with retirement pay? Do you know that, Mr. Tyson? 

Mr. Tyson. Yoo sir. The collective-bargaining agreements be- 
tween the organization representing the employees and the shipping 
companies provide certain retirement or pension benefits which are 
less than the civil service retirement benefits. 

Mr. Dennison. What length of service must a person amass to 
receive—to be able to retire at full pension in the maritime industry? 

Mr. Tyson. I can’t recall that, Mr. Dennison. I believe 
I believe it’s 65—I’d like to have the privilege of correcting that if 
I’m not correct. 

Mr. Dennison. And then, you don’t know what his length of serv- 
ice must be to receive full pension? 

Mr. Tyson. No; I don’t. 

Mr. Dennison. Do you know what his full pension would be, as 
compared to the pension or retirement annuity now available to 
Panama Canal pilots? 

Mr. Tyson. No; I can’t give that. I can say, though that—with 
respect to Suez Canal pilots, when they leave, they are given a cash 
settlement in lieu of retirement benefits, which sometimes amounts 
to $40,000 or $50,000, or $60,000, depending on their length of service. 
I know that to be a fact. 

Mr. Dennison. How do retirement benefits, which are now avail- 
able to canal pilots, compare with the retirement benefits, if any, 
available to the pilots, say, in New York harbor? 

Mr. Tyson. That is a question which, of course, requires some 
explanation because the pilots’ association in New York is just like 
any other business operation in that it splits the amounts taken in; 
whereas, these pilots here are making up to $13,000—from $8,000 to 
$13,000. I don’t have an definite figures on New York, but I can 
assure you that, what they make is double what these people here 
make, and I think that’s true throughout the United States. 

Mr. Dennison. Is it your contention that their retirement benefits 
are double what these gentlemen get? 

Mr. Tyson. No, sir—no, sir, they are not. Iam sure they are not 
as much. But, that is one of the compensating advantages for work- 
ing in Federal employment—because their wages are less, they are 
supposed to have a better retirement system. That is one of the 
reasons that some of them stay here, as a matter of fact. 

Mr. Dennison. In your statement, on page 4, you say, several 
years ago the Panama Canal pilots were paid an extra compensation 
in the form of a night differential, but this was discontinued. What 
were the circumstances under which that was discontinued? 

Mr. Tyson. In 1953—January of 1953—the pilots, prior to that 
time, had not been receiving true time and one-half overtime. On 
January 18, 1953, they began to receive true time and a half overtime 
for working after 40 hours in a week, and the night differential was 
discontinued. 

Mr. Dennison. I think that is all I have at the moment. 

Mr. Youna. Are there any further questions of the witness? If 
not 

Mr. Dennison. Mr. Chairman, just one other question. 

Mr. Youna. Mr. Dennison. 
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Mr. Dennison. To your knowledge, Mr. Tyson, has there been 
any precedent—legislative precedent—for this particular kind of 
legislation, with respect to retirement benefits? 

Mr. Tyson. Mr. Dennison, the legislation, as introduced in H. R. 
4000 and H. R. 8851, differs from the Senate version, as I understand 
it. The FBI, as you know, and the policemen in the Canal Zone 
have 20-year retirement at age 50, I think, on the basis of hazardous 
occupations, coming in contact with criminals, and so forth. When 
the Senate committee came down, they returned favoring the theory 
that instead of section 6 (c) being used a new subsection of section 
6 should be inserted because of the peculiar nature of the duties of 
these pilots which were different from the FBI and police officers. 
And so, they added section 6 (g). Section 6 (c), according to my 
recollection, is the one that the other people come under. And, this 
is a new subsection which is exclusively tailored for these people, as I 
understand it. 

Mr. Dennison. Thank you very much. 

Mr. Tyson. Mr. Chairman, could I say one thing which I forgot 
to say? 

Mr. Youna. Mr. Tyson. 

Mr. Tyson. In commenting on the bill today, I have not dealt 
with the health and other hazards of the pilots employment because 
the testimony earlier in the Senate, in the Senate report, goes into 
that. I tried to answer the questions that have been raised. I would 
like to point out that, of the 4 pilots accompanying me here today, 2 
of them have suffered from skin cancers occasioned by the tropical 
sun. One of them—the same person—had an accident in which his 
kidney was crushed in a fall on the deck of a ship which was dark at 
night when he boarded it. 

Two of these pilots also have eye trouble, which is certainly handi- 
capping them to some extent. In addition, the fourth pilot has been 
affected by the contaminated food and water which he has been forced 
to partake on these many ships. He has had repeated difficulty with 
his stomach and only recently had a very serious operation. So, of 
the four people, who are here with me today, all of them bear marks of 
their careers and of what we are trying to show you people here today, 
that this is a very enervating process working down here, with the 
hours, and so forth. 

Mr. Dennison. Mr. Chairman. 

Mr. Youna. Mr. Dennison, 

Mr. Dennison. Have those been considered as compensable claims? 

Mr. Tyson. Mr. Dennison, they are not total disability. They are 
mere minor handicaps. In other words, they still perform their duties 
and can perform their duties. But, as I said in this statement, this 
bill can do what this special committee indicated was desirable, and 
that is, to keep the service young and eliminate through this process 
those with these kinds of handic aps that might or could cause damage 
which would run into more than the bill would cost in a hundred years. 

Mr. Youna. Any further questions? No further questions. Thank 
you very much, Mr. Tyson and Captain Baverstock and Captain 
Longmore. Thank you very much. It is now 11 minutes to 12. We 
will have a 10-minute recess and resume the hearing. The committee 
now stands in recess. 
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(Thereupon, at 11:50 a. m., the hearing was recessed, to reconvene 
at 12 noon, November 26, 1957.) 

(The hearing reconvened at 12 noon, November 26, 1957, all 
persons who were present before the recess being present.) 

Mr. Youna. The subcommittee will please come to order. On 
behalf of the committee, I want to again say how proud and honored 
we are to have such a fine attendance in the audience. It shows a 
great deal of interest in these most important matters that we have 
under investigation and consideration here today. In deference to 
those who are trying to hear all of the testimony, I would admonish 
those in the audience that, if they have any conversations or any other 
business unrelated to the business here and under official discussion, 
to kindly withdraw from the chamber to conduct the conversations 
or discussions. 

With that then, is Mr. R. C. Daniel, general chairman of Local 690, 
Order of Railway Conductors, present? Please step forward, Mr. 
Daniel. 

Before hearing the witness, Mr. R. C. Daniel, the Chair would 
like to announce that the committee would like to hear as many 
witnesses as is physically possible who have material statements to 
make pertaining to any of the matters herein under proper discussion, 
matters that come within the proper scope of this committee. In 
order that we might proceed in an orderly manner to that end, I 
would suggest that any witnesses who feel that they have material 
matter of a significant nature to submit—and I am emphasizing 
statements as distinguished from questions—statements on the part 
of witnesses—that they will contact the committee counsel in order 
that he might examine the scope of these statements to be sure that 
they are within the legal scope of this committee. The committee 
will endeavor its best to hear those witnesses. 


With that, Mr. R. C. Daniel, will you proceed. 


STATEMENT OF ROBERT C. DANIEL, GENERAL CHAIRMAN, LOCAL 
690, ORDER OF RAILWAY CONDUCTORS 


Mr. Dantet. Mr. Chairman and members of the committee, my 
name is Robert C. Daniel. I am general chairman of Division No. 
690 of the Order of Railway Conductors. I am employed as a con- 
ductor on the Panama Railroad and have 21 years’ service in the 
Canal Zone. In order to save time for the committee, I have been 
authorized to represent the Brotherhood of Locomotive Engineers, 
Division No. 49, in this joint statement. 

At this time, I would like to introduce Mr. Fred Hodges, who is 
the general chairman of the locomotive engineers. 

Mr. Youne. Mr. Hodges, we are very happy to have you in at- 
tendance here today. 

Mr. Danreu. Negotiations between the United States of America 
and the Republic of Panama resulted in a treaty which has made 
necessary the legislation before your committee. The history and 
purpose of this legislation is well known to all and I will not comment 
on it. 

We are told that a merit system will be set up administratively to 
regulate the method of establishing wages, salaries, and working con- 
ditions of all employees in all departments and agencies in the Canal 
Zone. 
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We understand that amendments to the pending legislation have 
been offered to protect employees whose wages and working condi- 
tions are attached to Government employment in the continental 
United States and District of Columbia; such as, the teachers, fire 
officers, and police and postal employees. To my knowledge nothing 
has been incor porated in the legislation to protect the United States- 
rate wage board employees. We believe the United States-rate wage 
board employees should be based on their counterparts in the United 
States and should receive at least the same pay raises and working 
conditions, as they become effective in the United States, plus the 25 
percent overseas differential. We also believe the United States-rate 
wage board employees should be given the right to appeal to some 
impartial commission or court in the continental United States in 
case these conditions are not put into effect by the Panama Canal 
Administration. 

To illustrate and emphasize why the employees teel that legisla- 
tion is necessary to protect the wage board employees, | offer the 
following: 

The Thomas amendment of 1934 was passed by Congress but the 
Panama Canal Administration had to be sued by Mr. Townsley 
before it was put into effect for any employees in the Canal Zone. 
Even after the Administration lost their case, they did not put the 
railroad men on the 40-hour week until 1945, 11 years after Congress 
directed it. 

At the present time all assigned main-line crews on the Panama 
Railroad are required to work 100 percent more than, or just twice 
the mileage that railroadmen in the United States are required to 
work for a basic day. 

Other groups have had to wait years for the wage increases granted 
to their trade or craft in the United States or have had to sue before 
these increases were granted. In addition to the dredging division 
employees in the Townsley suit, the Panama Canal Administration 
has been sued by numerous others, including the firemen, the police- 
men, the pilots, the stevedores, and others. In each and every case 
that has been re on the employees have won. 

We understand the Government attorneys have maintained, in the 
Pilots’ case now pending in the United States district court in the 
Canal Zone, that the employees do not have the right to sue, or to 
question the decisions of, the Administration. In other words, in 
the light of past experience, unless Congress spells out the rights and 
privileges of the United States-rate wage board employees, they can- 
not expect much consideration from the Administration. 

This is not a very savory record for the past Panama Canal Adminis- 
tration and we believe that it emphasizes why an amendment should 
be included in this legislation to give the United States-rate wage 
board employees positive protection. 

With your permission, we would like to submit to the committee, 
at a later date, an amendment which we feel is necessary and essential 
to protect the United States-rate wage board employees. 

I appreciate very much the opportunity of appearing before this 
committee. Thank you. 

Mr. Youne. Thank you very much, Mr. Daniel. Are there any 
questions by any member of the committee of Mr. Daniel? Mr. 
Hemphill. 
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Mr. Hempuiuyi. Do I understand your testimony to be, sir, that 
you favor the legislation but wish some amendment to provide some 
method of appeal from administrative decisions? 

Mr. Danrgt. Yes, sir. 

Mr. Hempuityi. You do not think those would be automatically 
included under civil-service provisions? 

Mr. Danie. As I understand it, they are going to set up their own 
individual merit system on the C anal Zone which will not be a part of 
the United States Civil Service Commission but will have reciprocity 
with it. 

Mr. Hempuity. Then, your point is that any appeal you would 
make would have to be made to the court instead of some superior 
to the local merit-system administration? 

Mr. Danie. Yes, sir. In other words, if the merit system were set 
up locally, you would be appealing to the same person who made it, 
to start with. 

Mr. Hempuit. I believe you are under the wage board at this time, 
are you not? 

Mr. Danipt. Yes, sir. 

Mr. Hempnitit. You are under the wage board decisions now, 
aren’t you? 

Mr. Danret. Yes, sir. 

Mr. Hempuitt. All right, thank you. 

Mr. Youna. Are there any further questions? 

Mr. Dennison. Mr. Chairman—— 

Mr. Youne. Mr. Dennison. 

Mr. Dennison. Mr. Daniel, how many members are there of No. 
690, your organization? 

Mr. Danie. We have 10 now, sir. 

Mr. Dennison. How many are there in division No. 49? 

Mr. Danie. Eleven, sir. 

Mr. Dennison. Now, you said, on the first page of your statement 
that amendments to the pending legislation have been offered to 
protect employees whose wages and working conditions are attached 
to Government employment in the continental United States and 
District of Columbia. Would you cite those amendments—do you 
know what those amendments are? 

Mr. Dantev. Well, I understand that there were amendments; 
whether they were attached or not, I don’t know, but they were offered 
to protect the postal employees and the—— 

Mr. Dennison. Well, that was in the Senate but not in the House 
version. 

Mr. Dantst. I could be mistaken on that. 

Mr. Dennison. Now, is there any difference, as you view this 
proposed legislation—is there any difference between the treat- 
ment accorded most of the employees or all of the Canal Zone and 
Canal Company employees and the wage board employees? Will 
there be any difference in the treatment—will there be any protection 
given to others that you will not have? 

Mr. Dante... Yes, sir. 

Mr. Dennison. In what respect? 

Mr. Danie. Your civil-service employees, wages will be set by 
Congress or will be—if they are not set by Congress, they will be 
taken from the list or the scale. 
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Mr. Dennison. If I understand it correctly, they may be related 
to the wages paid to classified employees but they will not be set by 
Congress, according to this proposed legislation; and, by the same 
token, the wage- -board employees would be perhaps related to some 
other setup in the States, but they would not be set by the wage 
board or set by Congress ‘itself. Is that your understanding of the 
provisions? 

Mr. Danie. Well, I understood that the ones that were based on 
Washington, D. C., would be based on whatever Washington, D. C., 
teenie. where ours would not be, it would be; administrative. 

Mr. Dennison. Now—I think that’s all. Thank you very much, 
Mr. Daniel. 

Mr. Youna. Are there any further questions from any members of 
the committee? If not, thank you very much, Mr. Daniel. I appre- 
ciate your appearing before the committee. The next witness, for 
the United States Citizens’ Association, is Mr. LaVern Dilweg, 
counsel. Mr. Dilweg, will you step forward, please. 


STATEMENT OF LaVERN R. DILWEG, COUNSEL, UNITED STATES 
CITIZENS’ ASSOCIATION OF THE CANAL ZONE 


Mr. Ditwec. Mr. Chairman and members of the committee, for 
the purpose of the record and the information of the members, I want 
to identify myself as LaVern R. Dilweg, former member of Congress 
from Green Bay, Wis.; at present, practicing law in the city of Wash- 
ington. I am the legal representative of the United States Citizens’ 
Association of the Canal Zone. 

I appeared before the committees in the House on June 22 and 
July 9 and deferred to the wishes of the chairman at the time, that 
only outside witnesses be heard. The result is that no information, as 
far as the position of the United States Citizens’ Association, on pend- 
ing legislation before this committee, has been presented. And, 
today, in order to give a local flavor, so to speak, to the presentation 
of the views of the United States Citizens’ Association, I’m going to 
call upon the president, J. Winter Collins, to present the information 
to this committee. 

Mr. Youna. Mr. Collins. 

(Mr. Collins submitted to the subcommittee the following prepared 
statement:) 


PREPARED STATEMENT OF THE UNITED States Citizens’ ASSOCIATION, CANAL 
ZONE 


Mr. Chairman, I am John Winter Davis Collins, president of the United States 
Citizens’ Association of the Canal Zone. I am accompanied by the association’s 
legal representative, Mr. LaVern R. Dilweg, former Member of Congress, a 
practicing attorney in Washington, D. C., and Green Bay, Wis. It gives me great 
pleasure to appear before your committee today to express the views of my 
association on pending legislation upon which you are holding hearings. We 
wish to commend your interest in holding local hearings on a matter of such 
vital importance to all Federal employees in the Canal Zone. 

H. R. 6708, if enacted, would implement a treaty agreement with the Republic 
of Panama and among other things provide for adjustments in conditions of 
employment in departments in the Canal Zone. 

Section 2 of H. R. 6708 would amend section 202 of the Classification Act of 
1949, as amended, so as to exclude from the scope of that act all employes of 
departments stationed in the Canal Zone. The United States Citizens’ Associa- 
tion is definitely of the opinion that it is not necessary to remove Canal Zone 
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agencies from the protection of the Classification Act of 1949, as amended, in 
order to implement the single-wage program and to allow for the newly recognized 
tax factor, the reasons advaneed by the administration. We would rather retain 
the protection of the United States Civil Service regulations. 

The administration’s proposed wage and salary plan, a complicated one and so 
referred to by a Mr. Stewart of the State Department, vests in a handful of men 
absolute authority to fix the compensation of all Federal employes in the Canal 
Zone without regard to those set by the Classification Act of 1949. In addition, 
it would deprive employes of the statutory right of appeal to the Civil Service 
Commission and the protection so granted to them and, by practice, to other 
employes not subject to the act. 

Certainly the Federal career employee is entitled to some security and pro- 
tection, especially in the Canal Zone where there is no labor market. This wage 
plan could be changed in 5 minutes after receiving the approval of Congress 
unless very definite directives accompany the legislation. Should this committee 
approve the wage and salary plan and the administration of same through the 
central employment office, we deem it absolutely essential that the local Federal 
agencies be directed to follow the civil-service rules and regulations pertaining to 
character investigation, examination, and appeal procedures in appointment of 
Federal employees applying same to all applicants for employment in the Federal 
agencies in the Canal Zone, 

May I point out that the Memorandum of Understandings Reached says 
textually: 

‘‘(b) In the case of an employee who is a citizen of the United States, there may 
be added to the base pay an increment representing an overseas differential plus 
an allowance for those elements such as taxes, which operate to reduce the dis- 
posable income of such an employee as compared with an employee who is a 
resident of the area.” 

Gentlemen, please note that the above language specifically says “overseas 
differential plus an allowance for those elements such as taxes, etc.’’ Now, the 
administration’s proposal, as embodied in H. R. 6708, does not conform to this 
wording but is directly in opposition to it by setting the tax factor first, then 
adding the overseas differential. We submit that the proposal of this association 
is much more in conformity with the text and spirit of the Treaty and Memo- 
randum of Understandings Reached as ratified by the Senate. This Treaty and 
Memorandum of Understandings Reached was negotiated and drafted by pro- 
fessional treatymakers in the Department of State and I assume that they knew 
what they were doing when they used the language above cited, as did the Senate 
when they ratified it. Now, the same Department of State and other depart- 
ments of the executive branch are attempting to change the letter and spirit of 
the treaty with the excuse that it is the only way in which they ean comply with 
the contractual obligations of the United States of America with the Republic 
of Panama. 

Under the proposed law as written, a hypothetical GS—X would be affected as 
follows: The present situation, Washington base, $4,000 plus 25 percent differ- 
ential, $1,000; the United States citizen pay then is $5,000. The situation as it 
will be under proposed legislation, the Canal Zone base, $3,600; tax factor, $400: 
Washington base, $4,000, plus 25 percent differential, $1,000, the United States 
citizen Canal Zone pay, $5,000. It will be noted that, although the United States 
citizens’ pay will not be reduced, the Canal Zone base for any given GS grade will 
be lowered, which violates the equal pay for equal work thesis of the Treaty and 
Memorandum of Understandings Reached. The same would be true for wage 
board employees and special service employees. 

Our organization, Mr. Chairman, believes that considerable diplomatic reper- 
cussions will come from the Republic of Panama as a result of such a lowering of 
base pay. One must realize that the Panamanian in a hypothetical grade GS—X 
will receive $3,600 rather than the $4,000 he has reason to expect to receive from 
reading the Treaty and the Memorandum of Understandings Reached. 

The tax factor, which seems to be the basic reason for removing the Canal Zone 
agencies from the protection of the Classification Act, could be solved by granting 
eich United States citizen employee such additional exemptions, over and above 
their normal allowance in calculating their income tax, as may be necessary, to 
allow for the tax factor as envisaged by the Senate in ratifying the treaty, and, 
would not involve an increase in United States citizen payroll costs. For example 
using as a standard an average Canal Zone family of four, and taking the amount 
of income tax from the tax table of Internal Revenue for calendar year 1956: 
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Canal Zone, United States citizen rate___-_-- tie sialci- bt nara | ede Mii @O0 
Tax paid: 
With 4 exemptions (average) __- 416 
With 5 exemptions. ___ pears g 296 
With 6 exemptions___- 176 
With 7 exemptions __ 56 
With additional tax exemptions: 
Washington and Canal Zone Panamanian base pay _ _- _. 4,000 
Canal Zone United States citizen rate (base plus 25 percent)_.._._.__._. 5,000 
Net additional over Panamanian due to tax exemptions: 
1 additional____ - J ‘ ;' “ nts eae 120 
2 additional ____- ir. 240 
3 additional __- : 2 360 


On various occasions Governor Potter has expressed the viewpoint that the 
tax factor would be practically impossible to administer with a ene tax 
factor for each employee, hence they have reached a compromise by basing it on 
an average family of four. Why should there be any compromise agreement for 
the tax factor when this association’s proposal of additional income tax deduc- 
tions would apply uniformly to all United States citizen employees, thus avoid- 
ing hard feelings and making it much easier to administer? 

Being curious, I asked several top-level persons of the local administration to 
comment on the proposal of USCA to remain under the protection of the Classi- 
fication Act and to implement the tax factor. The invariable answer was: ‘‘Do 
you have any idea what such a proposal would cost?” Then they quoted figures 
ranging from 10 to 20 million dollars a year. Gentlemen, we have no means of 
verifying the cost of implementation, but we do feel that if such is to be the price 
of living up to our contractual obligations with the Republic of Panama, then we 
should pay it and not attempt to circumvent the fact and spirit of an international 
treaty by a subterfuge such as is the proposal presented for your consideration by 
the executive branch of our great Nation. 

Section 6 of H. R. 6708 would implement a provision in item I of the Memo- 
randum of Understandings Reached by making the Civil Service Retirement Act 
uniformly applicable to citizens of the United States and the Republic of Panama 
employed by the Government of the United States in the Canal Zone. The 
USCA endorses this retirement provision, but suggests that the Company-Govern- 
ment’s contribution to the retirement fund be paid from nonreimbursable appro- 
priated funds, as do the contributions of the armed services on the Canal Zone for 
their employees. This has been a matter of considerable contention down here. 

An example would be the extension of the Retirement Act. The individual 
pays in 644 percent of his wage; the Company-Government pays in 642 percent. 
Some of that 6% percent of the Company-Government also comes from the em- 
ployee, in the case of such employee’s service divisions, as supply and housing. 
We feel that it is not fair to the employee, because in no other agency of the Gov- 
ernment does the employee stand part of the Government’s contribution in addi- 
tion to his regular taxes. 

Implementation of various phases of the treaty of 1955 and economy measures 
induced by Public Law 841, the Organic Act of the Panama Canal Company, 
have and will cause downgrading of jobs and reductions in force. 

Section 5 of Senate 1850 and the companion bill in the House, H. R. 6708, 
provide a pay savings provision in the case of an employee whose position might 
be “downgraded”’ in the conversion to the new pay plan. The principle of pro- 
tecting employees against loss of pay in similar circumstances is well established. 
The United States Citizens’ Association, through the courtesy of Mr. Cederberg, 
a member of your full eqrorenes introduce d H. R. 9465, a bill now before your 
committee. Unless H. R. 9465 is enacted those who have or will lose their jobs 
by reductions of force hive no measure of protection. Granted that we are 
requesting legislation, which if enacted, would apply to Canal Zone employees as 
an exception to the general retirement laws, we contend there is ample justification 
considering the facts and circumstances. 

We suggest an amendment to H. R. 6708 whereby an additional section would 
be added consisting of the provisions of H. R. 9465, copy of which I hereby sub- 
mit for the record. 

For the guidance of the committee, there is need for some basic information 
that we are unable to supply. We ask that the committee request the canal 
administration for such statistical data as would show the potential cost of such 
a bill if enacted, as well as the relative age and length of service of all United 
States citizen employees with LO years or more service as of July 1, 1955. 
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In closing, I would like to state that this association is in full agreement with 
the provisions of H. R. 4000, the pilots’ retirement bill, and asks for its early 
passage. 

Thank you again, gentlemen, for the opportunity to present the views of this 
association. 


STATEMENT OF JOHN WINTER DAVIS COLLINS, PRESIDENT. 
UNITED STATES CITIZENS’ ASSOCIATION, BALBOA, C. Z. 


Mr. Coriins. Mr. Chairman, I am John Winter Davis Collins, 
resident of the United States Citizens’ Association of the Canal 
one. I am accompanied by the association’s legal representative, 
Mr. LaVern R. Dilweg, former Member of Congress, a practicing 
attorney in Washington, D. C., and Green Bay, Wis. 

Mr. Younea. Mr. Collins, do you have a written statement there? 

Mr. Cotttns. Yes, sir. 

Mr. Youna. Have you furnished the committee with copies? 

Mr. Coutrns. I have furnished them copies; yes, sir. 

Mr. Youne. Excuse me for interrupting you, but if you'll just 
delay there a moment until we can get the copies 

Mr. Co .tuins. Yes, sir. 

Mr. Youna. You may proceed, Mr. Collins. 

Mr. Coiiins. Thank you. It gives me great pleasure to appear 
before your committee today to express the views of my association 
on pending legislation upon which you are holding hearings. We 
wish to commend your interest in holding local hearings on a matter 
of such vital importance to all Federal employees in the Canal Zone. 

H. R. 6708, if enacted, would implement a treaty agreement with 
the Republic of Panama and among other things provide for adjust- 
ments in conditions of employment in departments in the Canal Zone. 

Section 2 of H. R. 6708 would amend section 202 of the Classification 
Act of 1949, as amended, so as to exclude from the scope of the act all 
employees of departments stationed in the Canal Zone. The United 
States Citizens’ Association is definitely of the opinion that it is not 
necessary to remove the Canal Zone agencies from the protection of 
the Classification Act of 1949, as amended, in order to implement the 
single-wage program and to allow for the newly recognized tax factor, 
the reasons advanced by the administration. We would rather retain 
the protection of the United States Civil Service regulations. 

The administration’s proposed wage and salary plan, a complicated 
one and so referred to by a Mr. Stewart of the State Department, 
vests in a handiul of men absolute authority to fix the compensation 
of all Federal employees in the Canal Zone without regard to those 
set by the Classification Act of 1949. In addition, it would deprive 
employees of the statutory right of appeal to the Civil Service Com- 
mission and the protection so granted to them and, by practice, to 
other employees not subject to the act. 

Mr. Chairman, with your permission, I’d like to cite a sample of 
what I am referring to, that is not in the written statement, as an 
example. 

Mr. Youna. Proceed. 

Mr. Couuins. About 2 or 3 years ago a ruling was handed down 
regarding payment of overtime to Federal employees. 

Mr. Youna. The witness will proceed. 
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Mr. Couuins. That ruling was—the Panama Canal authorities 
ruled that that did not apply to employees of the Canal Zone, that 
is, the Company-Government. Through the actions of some of the 
labor representatives, an appeal was made for a Company employee 
to Washington; and he was turned down and told that, since he was 
a Company employee, not under the Classification Act, the final 
decision rested with the local authorities. In turn, they obtained 
a—they found a postal employee, who works for the Canal Zone 
Government that did come under the Classification Act who had 
some overtime and appealed his case. The Commission in the States 
took cognizance of the case, ruled in favor of the man, and ordered 
that his overtime and all other Government employees—that is, 
Canal Zone Government employees—have their overtime based on 
the new ruling. Well, the result was that the administration of the 
Company went along with that and also paid the Company employees 
the overtime, based on the new ruling, which amounted to several 
cents on each hour’s pay, whatever the case might be. 

And, that was necessary to keep a balanced situation here, because 
it is very difficult to have two men working side by side, one a Company 
man and one a Government employee, and receiving different wages 
for the same job, and everything else exactly the same. So that, 
if you wish, you can use that as an example of how the Canal Zone 
Government, being under the protection of the act, acts as a balance 
wheel to keep the © ompany employees in line, along with the general 
Federal policies. I shall continue with my written statement now. 

Mr. Youna. The witness may proceed. 

Mr. Couuins. Certainly the Federal career employee is entitled to 
some security and protection, especially in the Canal Zone where 
there is no labor market. This wage plan could be changed in 5 min- 
utes after receiving the approval of Congress unless very definite 
directives accompany the legislation. Should this committee approve 
the wage and salary plan and the administration of the same through 
the central employment office, we deem it absolutely essential that the 
local Federal agencies be directed to follow the civil service rules and 
regulations pertaining to character investigation, examination and 
appeal procedures in appointment of Federal employees applying the 
same to all applicants for employment in the Federal agencies in the 
Canal Zone. 

May I point out that the memorandum of understandings reached 
says textually: 

(b) In the ease of an employee who is a citizen of the United States, there may 
be added to the base pay in increment representing an overseas differential plus 
an allowance for those elements such as taxes, which operate to’ reduce the dis- 
posable income of such an employee as compared with an employee who is a resi- 
dent of the area. 

Gentlemen, please note that the above language specifically says 
“overseas differential plus an allowance for those elements such as 
taxes, etc.’”’ Now, the administration’s proposal, as embodied in 
H. R. 6708, does not conform to this wording but is directly in oppo- 
sition to it by setting the tax factor first, then adding the overseas 
differential. We submit that the proposal of this association is 
much more in conformity with the text and spirit of the treaty and 
memorandum of understandings reached as ratified by the Senate 
This treaty and memorandum of understandings reached was nego- 
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tiated and drafted by professional treatymakers in the Department 
of State and I assume that they knew what they were doing when 
they used the language above cited, as did the Senate when they 
ratified it. Now, the same Department of State and other depart- 
ments of the executive branch are attempting to change the letter 
and spirit of the treaty with the excuse that it is the only way in 
which they can comply with the contractual obligations of the United 
States of America with the Republic of Panama. 

Under the proposed law as written, a hypothetical GS-X would 
be affected as follows: The present situation—the Washington base 
of $4,000 plus a 25 percent differential of $1,000 gives the United 
States citizens pay of $5,000 in the Canal Zone. The situation as it 
will be under the proposed legislation, the Canal Zone base, $3,600, 
a tax factor of $400 equals the Washington base of $4,000, plus the 
25 percent differential of $1,000, equaling the United States citizens’ 
Canal Zone pay of $5,000. It will be noted that, although the United 
States citizens’ pay will not be reduced, the Canal Zone base for any 
given GS grade will be lowered, which violates the equal pay for 
equal work thesis of the treaty and the memorandum of understand- 
ings reached. The same would be true for wage board employees 
and special service employees, on a varying basis. I am not too 
thoroughly familiar with their methods of compensation. 

Our organization, Mr. Chairman, believes that considerable diplo- 
matic repercussions will come from the Republic of Panama as a 
result of such a lowering of base pay. One must realize that the 
Panamanian in a hypothetical grade GS—-X will receive $3,600 an- 
nually, rather than the $4,000 he has reason to expect to receive from 
reading the treaty and the memorandum of understandings reached. 

The tax factor, which seems to be one of the basic reasons for 
removing the C anal Zone agencies from the protection of the Classi- 
fication Act, could be solved by granting each United States citizen 
employee such additional exemptions, over and above their normal 
allowance in calculating their income tax, as may be necessary, to 
allow for the tax factor, as envisaged by the Senate in ratifying the 
treaty, and would not involve an increase in United States citizen 
payroll costs. And then I cite an example here. For the sake of 
brevity, I’d like to include that in the record but pass over without 
reading it, sir, Mr. Chairman. 

Mr. Younge. It will be included in the record at this point. 

(The example referred to is as follows:) 


Canal.Zone, United States citisen rate. . 2. 6... 051 ee nce enc snes $5, 000 
Tax paid: 
Teh SEINEGOS LAVOTARE) « iiincralks « Wiks ab4~crbeu seed cmeeenss 416 
Te OE i sins daekinidca dp ancpinwe a See eee - 296 
With 6 exemptions___- rch tn 5 Meriter ws cles ational 176 
With 7 exemptions Sb, ales aed ees aia Becta ar eile eds vem icletee ee 4 56 
With additional tax exemptions: 
Washington and Canal Zone Panamanian base pay - nd etry OOD 
Canal Zone United States citizen rate (base plus 25 perce nt)- aan a 
Net additional over Panamanian due to tax exemption: 
7 SGIonel... Se ee mary derma maak ae a ee ote een ea 120 
2 additional____-_--_- Disks eecd wd tsa cal een eUbtc ens y el 240 
Dee och a. Seeoruse ad os ni ttiiueldasendisk 360 


On various occasions Governor Potter has maproneed the viewpoint 
that the tax factor would be practically impossible to administer with 
a separate tax factor for each employee, hence they have reached a 
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compromise by basing it on an average family of four. Why should 
there be any compromise agreement for the tax factor when this 
association’s proposal of ‘additional income-tax deductions” would 
apply uniformly to all United States citizen employees, thus avoiding 
hard feelings and making it much easier to administer? 

Being curious, I asked several top level persons of the local Adminis- 
tration to comment on the proposal of the USCA to remain under the 
protection of the Classification Act and to implement the tax factor, 
The invariable answer was: ‘Do you have any idea what such a 
proposal would cost?” Then they quoted figures ranging from 10 to 
20 million dollars a year. Gentlemen, we have no means of verifying 
the cost of such implementation, but we do feel that if such is to be 
the price of living up to our contractual obligations with the Republic 
of Panama, then we should pay it and not attempt to circumvent the 
fact and spirit of an international treaty by a subterfuge such as is the 
proposal presented for your consideration by the executive branch of 
our great Nation. 

Section 6 of H. R. 6708 would implement a provision in item I 
of the memorandum of understandings reached by making the Civil 
Service Retirement Act uniformly applicable to citizens of the United 
States and the Republic of Panama employed by the Government 
of the United States in the Canal Zone. The USCA endorses this 
retirement provision, but suggests that the Company/Government’s 
contribution to the retirement fund be paid from nonreimbursable 
appropriated funds, as do the contributions of the armed services on 
the Canal Zone for their employees. This has been a matter of con- 
siderable contention down here. 

An example would be the extension of the Retirement Act. The 
individual pays in 6% percent of his wage; the Company/Government 
pays in 6% percent. ‘Some of that 6 percent of the Cammiane ibuae n- 
ment also comes from the employee, in the case of such employee’s 
service divisions, as Supply and Housing. We feel that it is not fair 
to the employee, because in no other agency that I know of, that is, 
does the employee stand part of the Government’s contribution in 
addition to his regular taxes. 

Mr. Couurns. Mr. Chairman, at this time I’d like to leave the 
reconsideration of H. R. 6708 and include the statement on our special 
retirement bill that is pending before your committee. 

Mr. Youna. The committee will hear testimony on any bills now 
pending before it. 

Mr. Couns. Implementation of various phases of the treaty of 
1955 and economy measures induced by Public Law 841, the Organic 
Act of the Panama Canal Company, have and will cause downgrading 
of jobs and reductions in force. 

Section 5 of S. 1850 and the companion bill in the House, H. R. 
6708, provide a pay-savings provision in the case of an employee whose 
position might be “downgraded” in the conversion to the new pay 
plan. The principle of protecting employees against loss of pay 
in similar circumstances is well established. The United States 
Citizens’ Association, through the courtesy of Mr. Cederberg, a mem- 
ber of your full committee, introduced H. R. 9465, a bill now before 
your committee. Unless H. R. 9465 is enacted, those who have lost 
or will lose their jobs by reductions of force, have no measure of 
protection. Granted that we are requesting legislation, which, if 
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enacted, would apply to the Canal Zone employees as an exception 
to the general retirement laws, we contend there is ample justification, 
considering the facts and the circumstances. 

Now, there again, Mr. Chairman, I have no manner of obtaining 
exact figures but, as the result of implementing the phase of the Treaty 
in which Panamanian employees of the Government agencies, non- 
resident in the Canal Zone, lost their purchase privilege in ‘Government 
commissaries, a substantial number of men were given reduction in 
force through the closing of various retail outlets and general overall 
cut-down of activities. The case—the bill that I have in mind would 
apply to men in that category. 

For the future, the Company is presently negotiating with the 
LeTourneau people in Texas to institute a new system of ‘‘mules’’ to 
move the ships through the locks. And, from the best estimates that 
we have been able to get, about 5 or 6 men on each shift, of which 
there are 3 shifts on each set of locks, would lose their jobs if these ma- 
chines were installed. The result: We estimate, from 50 to 54 men 
will be subject to a reduction-in-force notice in the very near future 
as the result of that economy measure. 

We suggest an amendment to H. R. 6708 whereby an additional 
section would be added consisting of the provisions of H. R. 9465, a 
copy of which I have for submission for the record. 

(The bill referred to is as follows:) 


[H. R. 9465, 85th Cong., Ist sess.] 


A BILL To amend the Civil Service Retirement Act of May 29, 1930, as amended, to provide for retirement 
of certain officers and employees involuntarily separated from positions in the Canal Zone government 
and the Panama Canal Company, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 6 of the Civil Service Retirement Act 
is amended by adding at the end thereof the following new subsections: 

‘‘(g) Any officer or employee of the Canal Zone government or the Panama 
Canal Company to whom this Act applies who— 

“(1) shall have rendered at least twenty years of service computed as pre- 
scribed in section 3 of this Act, 
““(2) is a citizen of the United States at the time of application for retire- 
ment pursuant to this subsection, and 
‘“‘(3) shall hereafter be involuntarily separated (but not by removal for 
cause on charges of misconduct or delinquency) from a position in the Canal 
Zone government or the Panama Canal Company, 
shall, if such officer or employee so elects at the time cf such involuntary separa- 
tion be paid an annuity computed as provided in section 9 of this Act. Any 
annuity granted under this subsection shall be computed without reduction for 
the number of years that such officer or employee, or the wife or husband of such 
officer or employee, is under the age of sixty years at the date of such retirement. 

“‘(h) Any officer or employee of the Canal Zone government or the Panama 

Canal Company to whom this Act applies who 
‘“‘(1) shall have rendered at least ten years of service but not more than 
twenty years of service, computed as prescribed in section 3 of this Act, 
(2) is a citizen of the United States at the time of application for retire- 
ment pursuant to this subsection, and 
(3) shall hereafter be involuntarily separated (but not by removal for 
cause on charges of misconduct or delinquency) from a position in the Canal 
Zone government or the Panama Canal Company which is otherwise subject 
to the provisions of this Act, 
shall, if such officer or employee so elects at the time of such involuntary separa- 
tion, receive, at his option, either (A) an annuity computed as provided in section 
9 of this Act, or (B) a refund of money withheld under this Aet and a lump-sum 
severance payment in the amount of 5 per centum per year of the average salary 
as defined in section 1 (e) of this Act.” (Publie Law 854.) 
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The provisions of this amendment to take effect, after passage, as of July 1 
1955, and to expire as of June 30, 1960, unless otherwise extended. 

Mr. Couurns. For the guidance of the committee, there is need for 
some basic information that we are unable to supply. We ask that 
the committee request the canal administration for such statistical 
data as would show the potential cost of such a bill if enacted as well 
as the relative age and length of service of all United States citizen 
employees with 10 years or more service as of July 1, 1955. 

In closing, 1 would like to state that this association is in full 
agreement with the provisions of H. R. 4000, the pilots’ retirement 
bill, and asks for its early passage. 

Thank you, gentlemen, for the opportunity to present the views of 
my association and I am prepared to answer any questions at this 
time. 

Mr. Youna. Thank you, Mr. Collins. Are there any questions by 
any members of the committee? Mr. Hemphill. 

Mr. Hempnitt. How many active members are enrolled in your 
organization? 

Mr. Couuins. At the present moment, it runs about 500 to 800, 
and I don’t have the exact figures. Our membership is based on 
payment of dues, you might say, and it fluctuates as the payments 
come in. 

Mr. Hempuruy. Do you live in the Canal Zone? 

Mr. Couuins. No, sir. At present, I live in the Republic of 
Panama. 

Mr. Hempnity. Are you employed in the Canal Zone? 

Mr. Couurns. No, sir; it’s a peculiar circumstance. Iwas employed 
by the Panama Canal Company at the time I became president of 
the organization. Since then, I left their service and am working in 
the Republic of Panama. And I was requested by the membership 
of the organization to continue to represent them as president until 
such time as they might elect a successor for me. 

Mr. Hempuiiy. How long have you been president? 

Mr. Couuins. Three years, sir. 

Mr. Hempaiti. But you are not employed in a representative 
capacity in the Canal Zone and don’t live there? 

Mr. Coutuins. Not at the moment; no, sir. However, I would like 
to state that I was born in the Canal Zone and I have lived here most 
of my life. 

Mr. Hempuiti. What business are you engaged in? 

Mr. Couurns. I am working for a firm that sells chemicals and 
aluminum awnings in the Republic of Panama. 

Mr. Hempui.u. It has nothing to do with the Canal Zone? 

Mr. Couns. Other than that, we do sell some of our products in 
the Canal Zone. It has no direct bearing; no, sir. 

Mr. Hempnity. That would be natural for any supply of this 
organization, I assume. 

Mr. Couns. On the other hand, my wife is a teacher in the Canal 
Zone schools. She is an employee of the Canal Zone Government 
organization. I might say that at least half or more of my personal 
friends and acquaintances are employees of the United States Govern- 
ment in the Canal Zone. 

Mr. Hempui.u. I was very much interested in your testimony 
because I believe you took the position that Federal career employees 
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are entitled to some security protection, especially in the Canal Zone, 
where there is no labor market. That was in your written statement; 
wasn’t it? 

Mr. Couns. Yes, sir. 

Mr. Hempuitu. Have you read the provision of this bill which 
provides 

For purposes of laws and regulations pertaining to retirement, overtime pay, 
insurance, injury and death compensation, leave and the commutation thereof, 
and other similar employee benefits, the basic compensation of United States 
citizens employed by departments or agencies of the Government of the United 
States in the Canal Zone shall include any overseas pay differential or other 
increment over the rate applicable to a non-United States citizen in the same 
position. 

Have you ever read that? 

Mr. Couuins. Yes, sir. 

Mr. Hemputiiy. Well, why do you say, “entitled to some security 
and protection’? Don’t you see the security and protection written 
all through this legislation—or you just disagree with some parts of 
it and say, ‘‘Well, we are entitled to some security and protection” 
are you really thinking of the people that this legislation is going to 
benefit? 

Mr. Couurns. Yes, sir; I believe I am. 

Mr. Hempnity. Although you are not in that category yourself any 
longer? 

Mr. Couurns. That’s right. 

Mr. Hempnuityi. You removed yourself from that category? 

Mr. Couuins. Our group operates on the basis of the majority rules 
and this subject that I am covering was debated and discussed at 
considerable length by the membership of the organization before we 
came up with our stand. And 

Mr. Hempuiti. When was that—when was that debated? 

Mr. Couns. Over a period, in the last 6 months—or certain phases 
of it ever since the treaty came up. 

Mr. Hempuiti. How many were prese nt? 

Mr. Couuins. Oh, it varied, from 12 to 65, at the different meetings 
that we held. 

Mr. Hempuity. Well, was there actually any complaints that, in 
this legislation, we were—you say here that “the Federal career em- 
ployee is entitled to some security and protection’”—are you trying 
to say to this committee that we are not giving some security and 
protection? 

Mr. Couurns. No, sir; not in the least. 

Mr. Hempuriy. Well, you said it in writing. 

Mr. Couurns. That wasn’t the implication, sir, at all. I was trying 
to point out in that case that—I refer you again to the appeals pro- 
cedure that, under the bill, as proposed, an employee with a grievance 
would have an appeal up to the Governor, in the case of the canal 
employee; or to the commanding general, in the case of the military 
employee, and that would be it. Whereas, under the Classification 
Act, he can carry his appeal to Washington where a disinterested 
third party, you might say, would hear the facts and reach a definite 
statement on the case. Whereas, here, your prosecutor and your 
judge and your jury, you might say, are one and the same person. 

Mr. Hempumt. In other words, you’re now saying that your lan- 
guage means that you just want some appeals provisions in the bill? 
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Mr. Couuins. In that case, that’s the main thing. 

Mr. Hemputz. Is that what you mean now? 

Mr. Cotuins. Yes, sir; that’s the main idea that I wish to convey. 

Mr. Hempni. | was under the misapprehension that you meant 
that, since the bill didn’t correspond to your views, that perhaps it 
didn’t have the provisions that you wanted and, therefore, it was bad 
legislation. 

Mr. Couns. No, sir; that wasn’t the point. 

Mr. Hempuiti. Do you consider the bill good legislation? 

Mr. Couns. To a certain point but not to the extent where I 
have cited objections in my presentation. 

Mr. Hempniti. What do you mean, not to the extent that you’ve 
cited objections? 

Mr. Co.utns. Well, for example, under retirement, we are in com- 
plete agreement with that; with the idea of a uniform wage, we are in 
complete agreement with that. However, we object to the proposal 
that the administration has put forward for their method of implement- 
ing the single wage bill or the unified wage bill in the Canal Zone. 

Mr. Hempuiiu. Well, insofar as the implementation is concerned, 
if a man gets an overseas differential plus a tax allowance, he is cer- 
tainly getting a good bit of protection, isn’t he? 

Mr. Couns. He is getting monetary returns; yes, sir. 

Mr. Hempuiti. W ell. what else would you suggest that he get? 

Mr. Couns. Well, in this case, that something be set up whereby 
he could appeal a grievance decision from the loc val picture to, say, the 
Civil Service Commission in Washington, or something of that nature. 

Mr. Hempuitu. Well then, as I—as I narrow it down—your testi- 
mony and all this complaint that you have against this legislation 
narrows down to one thing, that you want some appeals provisions 
other than the appeals provisions that you think are now included in 
the bill, is that right? 

Mr. Couurns. No, sir; I wouldn’t say that that is the complete 
picture; that is only part of the picture. We also feel that the wage 
plan itself, I believe, if—I might be able to better show that on— 
look on page 60, 62, of the volume 1 of the hearings of your commit- 
tee during last June and July where they show, say—on page 61, at 
the top of the page, refers to a base wate of pay—in column 1, $2.06; 
and then a tax lability factor, $0.23; 25 percent differential, $0.57; 
and then the base rate of pay plus tax, et cetera, for a total wage of 
$2.86 an hour. Now, our contention is that that is lowering the base 
pay of this area. 

Mr. Hempuiii. By how much? 

Mr. Couurns. In this case, it would be by $0.23 

Mr. Hempuity. By $0.23 an hour? 

Mr. Couns. Yes, sir. 

Mr. Hempuityi. Are you sure of that? 

Mr. Couns. Well, that’s the way I read the table here. I’m 
not—I would say I was pretty certain, yes, sir. In other words, the 
tax factor. is the difference between the Washington base, you might 
say, and the new propose «d Canal Zone base. 

Mr. Hempuity. The tax factor of $0.23? 

Mr. Couurns. Yes, sir, in that case. 

Mr. Hempnity. But, the tax factor, of course, goes on up 

Mr. Couuins. Yes, with the rate of pay. On the bottom of page 
63, it reaches as high as $1.03 an hour. 
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Mr. Hempuiu. All right, sir. Now, have you read this treaty or 
the memorandum of understandings which this legislation seeks to 
implement? 

Mr. Coxuins. Yes, sir; I have read it in Spanish and English 
several times 

Mr. Hempnitt. All right, sir. Now, whereabouts in that particu- 
lar treaty does it provide that United States citizens’ pay may in 
any way be reduced? 

Mr. Coxurns. It doesn’t in so many words. 

Mr. Hempuitu. Well, if it doesn’t in so many words, how else could 
it possibly provide it? 

Mr. Coxtuins. My contention, sir, isn’t that it’s provided there, but 
it could result from this legislation in that the base wage that the 
person receives could be lowered and thereby his compensation be 
reduced. I don’t say it will happen, but it is a possibility. And, I 
feel that, in the investigation of this matter before the committee, 
that all possible loopholes that come to your attention should be 
plugged, if possible. 

Mr. Hempuityi. Well, whereabouts in the treaty or the memo- 
randum of agreement do you find language that would cause you to 
say that? 

Mr. Couutins. Indirectly, under the Memorandum of Understand- 
ings, paragraph 1, subsection (a)— 

The basic wage for any given level will be the same for any employee eligible 
for appointment to the position without regard to whether he is a citizen of the 
United States or of the Republic of Panama. 

That’s the basic element. And then, taken from there, the pro- 
posal is evident further along in this volume of one of your hearings 
and also in the Senate hearings on the same subject. The Company 
has avowed intention of the methods that they propose to use in 
implementing this legislation, as well as the Department of Defense 
as regards their employees. 

Mr. Hempuityi. Do you know how many people are under the wage 
board of the—jurisdiction of the wage board of the United States? 

Mr. Coutts. No, sir; I don’t. 

Mr. Hempuiti. Are you familiar at all with the workings of that 
particular board? 

Mr. Couuins. Not very familiar; no, sir. 

Mr. Hempnity. Would you say that the provisions of this legisla- 
tion contemplate similar jurisdictions or administrative decisions as 
are now given to that wage board? 

Mr. Couurns. I wouldn’t care to comment, sir, on that; I really am 
not familiar. 

Mr. Hempui tu. I have no further questions. 

Mr. Younae. Are there any further questions? Mr. Dennison. 

Mr. Dennison. Mr. Collins, of the membership in your organiza- 
tion, how many are employees of the Canal Company? 

Mr. Corts. We don’t have that information broken down in 
that respect because both Company and the Canal Zone Government 
employees are equally eligible. And, just the fact of their status 
as an employee is sufficient for them to be acceptable for membership 
eligible for membership. 
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Mr. Dennison. Well, you would agree, would you not, that the 
Canal Company employ: ees are not being removed from the protection 
of the Classification Act? 

Mr. Couns. That’s right, they are already excluded. 

Mr. Dennison. Yes; that’s right. 

Mr. Coutins. Yes, sir. 

Mr. Dennison. Now, do you have any idea of what the relative 
percentage of membership in your organization are employed by the 
Canal Company, as against some of the other departments? 

Mr. Conuins. I would say that the equivalent proportion of Com- 
pany-Government employees represented in our organization—that 
the balance runs pretty much the same. 

Mr. Dennison. Now, getting down to this tax factor proposition, 
I am not quite clear what your recommendation is with respect to 
that and how you would propose to implement this treaty. So, I 
wonder if you could elaborate on that a little bit. 

Mr. Coturns. Yes, sir. We propose an amendment to the Internal 
Revenue Act, I believe it’s called, whereby United States citizen 
employees in the Canal Zone would be granted additional exemptions 
over and above those that are normally granted in calculating income 
tax, and thereby give the canal employee—the United States citizen 
canal employee—that tax factor over and above wages that—let’s 
see, I forget the exact language here but—‘‘which operate to reduce 
the disposable income of such an employee as compared with an 
employee who is a resident of the area’’—referring, that is, to 
Panamanians. 

Mr. Dennison. What is your specific recommendation? 

Mr. Couirins. Well, if you'll glance at the table I have at the 
bottom of page 3, that would be a sliding scale matter that would have 
to be left to the discrimination of the Internal Revenue people because 
the day that the income tax in Panama for Panamanians increases, 
then the figure here, the difference, the gap would become less, and 
this figure would have to drop. On the other hand, if they reduce 
their income taxes over there, our figure would have to go up. Or, if, 
in the United States, our taxes were increased or decreased, that figure 
would have to be adjusted. But, I feel that, in the brackets that we 
have included, from 1 to 3, with possibly 4—I’d say 1 to 4—would 
cover any foreseeable case that might come up. 

Mr. Dennison. Do you not believe that the administrative feasi- 
bility of this program should be taken into consideration? 

Mr. Coutrns. Not at this time, sir. I think that should have been 
taken up at the time that the treaty was negotiated and it was pre- 
sented to the Senate. And, once it hi as been approved by the Senate 
and it becomes the law of the land, it’s too late. I think it should be 
taken right down the line. If, at that time, there had been proper 
consultation, I believe, amongst the various groups as well as amongst 
the Members of Congress that would be forced to implement this 
treaty, something might have been done to take care of a situation 
like this arising. But, I feel that it’s too late now, it’s already law. 
And, that’s what the higher executive branch—— 

Mr. Dennison. I would just remind you that this matter has not 
been submitted to the House, to my knowledge, at any time, certainly 
not in this session of Congress nor in any previous session of Congress. 
And, our responsibility is to work out the best possible legislation to 
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implement this treaty. If we have no alternative or no choice in the 
matter, then these hearings are pointless. But, it seems that we do 
have a very definite responsibility to work out a workable program 
and one that is fair and consistent with the purposes of the treaty. 

Mr. Cotiins. May I say something, sir? 

Mr. Dennison. Yes, sir. 

Mr. Couutns. I would like to point out that the record shows that 
the vast majority of Federal employees in this area work for the 
Panama Canal Company and the Canal Zone Government, which 
would mean that any increase in costs for a proposal, such as mine, 
the vast portion of it would apply to the Company-Government 
organization which directly costs the United States taxpayers nothing 
in that the canal recuperates all of its expenses from local activities, 
either from the transiting of shipsor from sales and services to employees. 

Mr. Dennison. Well, I think that that’s a commendable operation 
on the part of the United States Government. And, I think it is im- 
portant that we don’t impose a burden upon our fiscal policy and our 
economic arrangements for the Panama Canal Company that’s going 
to put itin the red. Now, there’s one other question that Ihave. At 
the bottom of page 4, I don’t quite understand your example there, in 
connection with the extension of the Retirement Act. I wonder if 
you would elaborate on that for me, please. 

Mr. Couns. Yes, sir. As I state here, the employee contributes 
6)4 percent of his pay to the retirement fund and the employer—in this 
case, the Government—contributes 6% percent. In cases of the 
Armed Forces, say, or the Treasury Department or Interior or any 
of the executive branches of the Government, those moneys presum- 
ably come from appropriated funds. In other words, in every year, 
they appropriate so much money to operate these various executive 
agencies; and, in that money somewhere, there is the money to cover 
their share of the payment into the retirement fund. 

Mr. Dennison. Such as in the Post Office Department—would the 
Post Office Department be an example? 

Mr. Couutrns. I presume so, with the exception of where they make 
enough money from their postal revenue to possibly offset it. 

Mr. Dennison. All right. 

Mr. Couurns. And then, in the local picture, we have the armed 
services employees in the category I just described where the appro- 
priations cover the Government’s contribution. But, in the canal 
setup, if a man works for a transit division—like the Locks Division 
or the Dredging Division, one of those—his portion—the Company’s 
portion of his retirement is taken from tolls dollars that the Company 
collects from ships passing through the canal, and it’s paid into the 
fund. But, in the case of a division—such as the Commissary or the 
Housing, which is supplying services to the employees—that division, 
under the contributory concept of bookkeeping that they have here 
must make all of its own way. In other words, it has to operate, sell 
its goods at a price which will return enough “‘profit,’”’ you might call 
it, or extra money to cover their overhead expenses. And, among 
those other overhead expenses is that of their contribution for their 
employees of that division to the retirement fund. Does that com- 
plicate it more or is that clarified a little bit? 

Mr. Dennison. Whether you are an employee of the Panama Canal 
Company or you work in one of these special divisions or you work 
in the commissary—how does that affect your retirement benefits? 
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Mr. Couuins. Adversely. Our contention is that the employee 
of the Commissary Division, in the purchase of his food and cloth- 
ing, and so forth, is contributing an additional share to his—the 
Government’s retirement—— 

Mr. Dennison. Yes, but isn’t an employee of the locks, when he 
purchases something in the commissary, contributing to the retire- 
ment benefits to the employee of the commissary? 

Mr. Couuins. Exactly; yes, sir. 

It is a case—you might ‘call it double taxation in that they all pay 
Federal income tax and, in addition, there is this tax from the Com- 
pany on their purchases or on their housing, whatever it might be, 
toward covering this, plus various other fringe benefits that the 
employee obtains. 

Mr. Ditwea. If I may intercede, Congressman, under the Reor- 
ganization Act——— 

Mr. Youna. Mr. Dilweg, let us get finished with this witness first. 

Mr. Dennison. I think that’s all that I have. 

Mr. Youna. Mr. Hemphill. 

Mr. Hempuiiy. Did I understand you to propose a minute ago 
that, in addition to the overseas differential and the present tax 
differential, that you’d give an additional tax differential? 

Mr. Couutns. No, sir; not exactly that—in lieu of the tax differen- 
tial, that we’d be given a different type of tax differential. 

Mr. Hemputiy. We are not playing with words here. If you geta 
different tax differential, you just want more of a tax differential; is 
that right? 

Mr. Cotuins. No, not at all. My tax differential proposal would 
be based on the employee paying less taxes to compensate, rather 
than reducing the Panamanian wage to compensate. Under the 
administration proposal, the Panamanian w age, for a given job, will 
be lowered from what it is today to allow for that tax factor. I main- 
tain that his wage should not be lowered, that it be held even; and 
the American should gain his by reducing his tax burden. 

Mr. Hempuiy. Well, actually, the disposable income of the Pan- 
amanian will not be reduced? 

Mr. Couuins. Yes, sir, it will. 

Mr. Hempurm. To what extent? 

Mr. Couns. Except in a case where he is grandfathered, a new 
employee going in—it will be reduced by the amount of the tax factor. 
A Panamanian going to work for the Company as a doctor, in grade 
14, for example, will get something like—I’m not sure, but—over a 
dollar less an hour of pay than will the American working in the same 
job, or his counterpart who is presently working and will be grand- 
fathered. 

Mr. Hempniti. Excuse me just a minute, Mr. Collins. 

Mr. Cotuins. Yes, sir. 

Mr. Hempuun. I’d like, Mr. Chairman, to have Mr. Sompayrac 
to put into the record at this time the explanation for the gentleman’s 
statement. 

Mr. Sompayrac. Mr. Chairman. 

Mr. Youne. Mr. Sompayrac. 

Mr. Sompayrac. The statement that was made is not correct. 
The pay for Panamanian employees will not be reduced at all. 

Mr. Youna. Excuse me, Mr. Sompayrac, would you state your 
name and your official capacity. 
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STATEMENT OF EDWARD A. SOMPAYRAC, EMPLOYEE OF THE 
OFFICE OF THE SECRETARY OF DEFENSE 


Mr. Sompayrac. Yes, sir. My nameis Edward Sompayrac. I am 
an employee of the Office of the Secretary of Defense, and I have been 
detailed to this committee as an adviser. The rate of pay for 
Panamanian employee, who is on that portion of the scale where the 
rate of pay will be based on local rates, would continue to receive 
what he is receiving now. The rate of pay for a United States citizen 
employee in that category would be determined by increasing that 
base rate, which is the rate now being paid, by the tax differential, 
the difference in rate which the United States citizen pays and Pana- 
manian pays. Then, that rate would again be increased by 25 percent. 
Now, this is in accordance with the treaty. For the employees, who 
are in jobs that are now subject to the Classification Act and the rates 
for which will continue to be fixed in consideration of the rates of the 
Classification Act, the rate for the non-United States citizen employee 
will be determined by reducing that basic Classification Act rate by the 
difference in tax that the United States citizen pays and Panamanian 
pays. So that, the rate, which then is established as the basic rate for 
all employees and which will be received by Panamanian employees, 
gives him as much disposable income as the United States citizen 
receives at the Classification Act rate. Now, to determine the rate 
that will be paid to the United States citizen, in accordance with the 
terms of the treaty, the Classification Act rate itself will be increased 
by 25 percent. So, there is present in there, really to the benefit of the 
United States citizen employee, the additional 25 percent above the 
Classification Act rate. The Panamanian himself receives a disposa- 
ble income which to him is the equivalent of the Classification Act 
rate to a United States citizen. 

Mr. Hempuitu. Might I ask that the only reason the United States 
citizen receives the 25 percent is because of the overseas differential 
and making him move away from his home and coming down here? 

Mr. Sompayrac. Yes, sir; that is correct. 

Mr. Hempuiii. Thank you so much. 

Mr. Sompayrac. May I make one other statement? 

Mr. Youne. Mr. Sompayrac. 

Mr. Sompayrac. There seems to be some misunderstanding that 
has run through the statements of several of the witnesses, and I’d 
like to speak to it. There seems to be a feeling that, if the jobs that 
are currently subject to the Classification Act are removed from the 
Classification Act, that these positions will no longer be civil-service 
positions. This statement has been made. This is not true. The 
only effect of this will be to put the Classification Act type positions 
in the same category as the wage-board positions are right now. They 
will continue to be civil-service employees. They will continue to be 
entitled to all the rights, privileges, and protection that they had be- 
fore, with the exception of the application of the Classification Act. 
Further, although they will no longer be under the competitive service, 
the new merit system, which is to be established down here, will be 
established under the Civil Service Act by the President, under the 
same authority that he established the competitive service. It will 
be almost parallel to the competitive service. The positions will be 
interchangeable. The position—that is, the system, being a civil- 
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service position—will mean that the Civil Service Commission will 
have essentially the same jurisdiction over these positions that it has 
over positions in the competitive service. If an employee has appeal 
rights under the competitive service, he will continue to have them 
under this. There may be some special rules established but I feel 
quite certain that there is no intent on the part of the Civil Service 
Commission to relinquish its responsibility in this regard. 

Mr. Youne, Thank you, Mr. Sompayrac. 

Mr. Hempuitu. Thank you, sir, I appreciate your statement. 

Mr. Youna. Are there any further questions of Mr. Collins? 

Mr. Collins, you had concluded your statement, I believe; had 
you not? 

Mr. Couns. Yes, sir. May I make one further comment? 

Mr. Youna. Yes, sir; proceed. 

Mr. Couuins. The question of pay raises comes up again whereby— 
I’m not quite sure I follow Mr. Sompayrac’s conclusions and state- 
ments there as to what effect a Federal pay raise would have down 
here under the new proposal. I will say that his statement has 
clarified a point that has been rather nebulous in my mind for some 
time. I haven’t been able to get the full picture like that. But, I’m 
still somewhat in doubt on the pay-raise possibilities if your com- 
mittee or Congress votes an overall Federal pay raise next year, for 
example. How will that be applied down here under the new proposal? 

Mr. Younc. Would you care to address yourself to that, Mr. 
Sompayrac? I want to remind the witness that these hearings are 
held for the purpose of receiving statements from the witnesses. 
However, if Mr. Sompayrac can assist you, we will be glad to permit 
him to at this time. Mr. Sompayrac. 

Mr. Sompayrac. There will be no mandatory requirement that 
that pay raise be applied down here. It is the current intention of all 
those who have worked on the development of the plan to apply the 
pay raise, if one is granted. However, this becomes now an adminis- 
trative matter. And, it will be up to the authorities who fix pay to 
determine whether it will or will not be given. I think you can be 
fairly certain that it will be given. 

Mr. Couns. Well, sir, if | may say, that’s one of the main reasons 
for our desiring to stay under the Classification Act, rather than be 
removed from it, that discretionary factor in pay increases. There’s 
no doubt that the people that worked on this proposal would go along 
with it a hundred percent. But, I estimate the canal will be here for 
a number of years longer, and these people operating it. Whereas, 
the immediate pe sonnel that are involved will long since have disap- 
peared. And, we have nothing to guarantee us any protection along 
that line. 

Mr. Youna. Thank you, Mr. Sompayrac, Mr. Collins. Are there 
any further questions of Mr. Collins? Mr. Collins, this is the strongest 
statement that has been presented to this committee. The matter of 
the membership in your organization was raised earlier by one of the 
members of this committee. I believe that you—if I understood you 
correctly, you said that the membership consisted of 500 United 
States citizens employed in the Canal Zone. 

Mr. Cotuins. 500 to 800, sir. 

Mr. Youna. 500 to 800? 

Mr. Couutns. Yes, sir. 
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Mr. Youna. And, if my information is correct, there are around 
3,500 eligible citizens? 

Mr. Couutns. That is correct. However, I’d like to explain some- 
thing there, that there are many cases locally of a husband and wife 
working, where only the husband will join the organization, but the 
views of both of them are consistent and apply to the activities of 
the committee—of our organization. 

Mr. Youna. Well, those husbands that you referred to are more 
fortunate than the chairman of this committee is. I believe your 
membership—lI think you stated—was determined by the payment 
of dues. 

Mr. Couuins. Yes, sir. 

Mr. Youne. What are the dues in your organization? 

Mr. Co.uins. $10 a year, sir. 

Mr. Youna. And, when were the dues last collected? 

Mr. Couurns. The last membership drive was conducted during 
the summer months of this year—June, July, and August. However, 
experience has demonstrated that there’s a lot of people on leave 
during the summer months in the States, that our membership con- 
tributions continue to dribble in for a period up through March, 
ordinarily, of every year. 

Mr. Youna. Is it your testimony before this committee that you 
now have between 500 and 800 active, paid-up dues members? 

Mr. Co.urns. Yes, sir. 

Mr. Youna. That have paid the $10 for this current year? 

Mr. Co.urns. Yes, sir. 

Mr. Youna. And, ‘that you debated this—the subject matter of the 
statement that you ‘have presented here over a period of 6 months? 

Mr. Coturins. Not the exact statement, but the theory behind it, 
the basic ideas. 

Mr. Youna. And, that was over a period of 6 months? 

Mr. Couurns. At least that. Some of it went back 2 years, to 
the time when the treaty was originally discussed. 

Mr. Youna. Well now, I believe you further testified that, at 
the—in attendance at these meetings of the organization, which has 
a paid-up, active, membership of 500 to 800, that there were as high 
as from 15 to 65 members present at these sessions, and that the 
majority rules? 

Mr. Coutts. Yes, sir. 

Mr. Youna. Did the majority rule? 

Mr. Couuins. Yes, sir. 

Mr. Younc. What was the total? 

Mr. Couns. I don’t have the figures available at this time, sir, 
but they could be supplied if you so desire. 

Mr. Youna. I see. And, this statement, as written, though, was 
not in this form presented to your organization? 

Mr. Coutuins. No, sir. 

Mr. Younae. They, at no time, have had a chance to approve or 
disapprove this statement? 

Mr. Cotuins. No, sir. They voted me, at recent meetings, dis- 
cretion in presenting the general views of the organization. 

I would like permission to submit a supplemental statement later, 

(The statement referred to follows:) 
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SupPLEMENTAL SraTEMENT, Unirep Srares Crrizens’ AssocraTIon, CANAL ZONE 


The United States Citizens’ Association, Canal Zone, is composed of United 
States citizen employees of the Panama Canal Company and Canal Zone Gov- 
ernment and their families. 

This organization is founded upon the basic principles of our American democ- 
racy. It is patterned, as nearly as possible, after our State and National legisla- 
tures. All eligible voters (members in good standing) elect delegates to the board 
of directors; the number of delegates from each community depends upon the 
population of the community. Officers are elected by the board of directors from 
these elected delegates. 

Meetings of the board of directors are required by the bylaws at least four times 
yearly, but may be called at any time business is pending. At least one yearly 
open meeting is required at which all members in good standing have the privileges 
of the floor and a vote. Members are invited and urged to attend all meetings 
of the board of directors. 

Funds of the organization are handled by properly bonded officers and are 
expended upon instructions of the board of directors. Important decisions 
involving expenditure of funds or official business not covered by the bylaws are 
made by majority vote at meetings of the association. Before such business can 
be conducted, a quorum of one-third of the active, elected delegates to the board 
of directors must be present. 

The United States Citizens’ Association is an organization actively engaged in 
acquainting Members of Congress and other national officials, as well as fellow 
citizens from coast to coast, with the importance of a well-operated Panama 
Canal, and the vital necessity of maintaining a highly efficient, skilled and loyal 
staff of United States citizens to operate the canal. Its principal aims are to 
protect and further the welfare of the United States of America in this area and 
that of the United States citizen employees and their families living therein. 

Mr. Youna. Are there any further questions of Mr. Collins at this 
time? Mr. Collins, we appreciate your attendance here. Thank you 
very much. Mr. Dilweg, I believe that you asked permission to say 
something further. 

Mr. Ditwea. Yes, Mr. Chairman, I wanted to ask—answer a 
question that Mr. Dennison raised. Under the Reorganization Act, 
each individual agency must set forth in its request to the Bureau of 
the Budget the amount of money that in turn it is going to expend 
for each individual toward the retirement fund. As you know, there’s 
a deficit. 

Mr. Youna. Right. 

Mr. Ditwea. At the present time, each one of these agencies set up 
as a budgetary requirement a fund of 6% percent of the yearly salary 
for each as a contribution toward the retirement fund and it is paid 
out of the Treasury. Down here, that 6% percent is recovered from 
operations, some of which comes from the individual. So that, not 
only does he pay his 6% percent but he pays some portion of the 6% 
percent paid by the Company-Government. 

Mr. Dennison. That’s only in the operations, such as the com- 
missary, which corresponds to the grocery store at home, and the 
drugstore, and that sort of thing, is that right—am I correct? 

Mr. Couuins. Housing, also. 

Mr. Dennison. And housing—housing, yes, which are, with the 
expepiien of the Canal Zone, typically non-Government functions. 
In those functions, which are Government functions, I don’t under- 
stand why you contend that the employees contribute any part of 
the Company’s share. 

Mr. Du.wea. But, it’s a function, sir—excuse me—it’s a function 
that’s entirely necessary for the operation down here, because we 
must house our employees; we must feed them; we must clothe them. 
So that, it’s a necessary function, regardless of what words you use 
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to identify them. That’s'what I’m saying. Because, as the financial 
statement of this Company shows, the employees contribute in excess 
of $2 million a year to the general overhead expenses, which come out 
of the services that are rendered to those employees.' That was defi- 
nitely pinpointed before the committee when it was down here—that 
is, the Merchant Marine and Fisheries Committee—2 years ago. I 
can furnish a financial report to the committee—which : shows that the 
employees make a contribution to the general corporate expenses of 
over $2 million a year, from the services rendered to those employees. 
Now, to say how much each individual contributes would be very 
hard to ascertain, The only point that we are making there is that 
we don’t believe that these employees should pay one nickel more 
than any other Government employee working for another agency 
where the agency itself pays the full 6% percent out of Treasury 
money, 

Mr. Dennison. How would you propose to correct that situation? 

Mr. Dirwec. We have no definite plan as to how to correct. it, 
except that perhaps in the budgetary requirements for the Canal 
Zone Government it could be listed. Some part of the earnings of this 
corporation could be set aside specifically for that purpose. This cor- 
poration has paid into the Treasury $10 million or in excess of $10 
million since its operation as a corporate entity since 1951. Now, we 
say that, before you pay a dividend on capital investment, pay the 
Company-Government share of the retirement costs first—don’t re- 
move from the pockets of the individual additional dollars to help pay 
the Company-Government share to the retirement fund. I think it’s 
a matter of bookkeeping that could easily be handled. It could easily 
be identified. It could be paid out of so-called profits of this 
organization. 

Mr. Dennison. Well, what would you do, pay it into the retirement 
fund—pay dollars into the retirement fund? 

Mr. Ditwec. Exactly. 

Mr. Dennison. Well, of course, the retirement fund itself bears the 
full faith and credit of the United States of America, even though it is 
a deficit. So that, the employees—the Government employees and 
the Canal Zone employees have that protection. They have the 
protection right now of a deficit fund, backed up by the credit of the 
United States. 

Mr. Ditwea. I don’t question that, Congressman, at all—the fact 
that somehow or other Congress, at the proper time, should there be 
a bookkeeping entry or change of a bookkeeping entry, can easily 
clean up that position or that ‘partic vular situation that’s now called a 
deficit. That was made quite—let’s see—it came out in the open 
about 2 or 3 years ago when matters were considered on the Senate 
side. The labor organizations pointed out that there was no com- 
pliance—at least, in a bookkeeping way—where the Treasury had 
actually paid in money or there was a c ‘redit of some kind. 

Mr. Dennison. How is that, by any stretch of the imagination, 
going to be of benefit to the employees? 

Mr. Couuins. May I answer that, sir? 

Mr. Dennison. Yes, sir. 

Mr. Cours. Our contention on that is that, say, you allocate 
this money either from—for the retirement—the Government’s con- 
tribution to the retirement fund—we’ll stick to that one point—from, 
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say, the commissary operations, sale of goods. Instead of charging 
that money into the resale value of the article—the profit on the 
article that you’re selling—the money to cover the 6% percent contri- 
bution for the employee of the Commissary Division will be allocated 
from the tolls dollars or from the General Treasury as nonreimbursable 
appropriations, the same as it is in the other agencies of the Federal 
Government. And, that would relieve the employee of the additional 
pressure of the division that’s selling the goods for having to mark 
the goods up a little higher to recover that 6% percent of payroll. 
The same applies in the case of social-security contributions, insurance, 
and other fringe benefits. 

Mr. Youna. Are there any further questions of Mr. Collins or 
Mr. Dilweg? 

Mr. Dennison. Just one more. How many employees are there 
in the commissaries in the zone? 

Mr. Coutrns. I don’t know, sir. I’d have to get that from the ree- 
ord or from the administration. I don’t have those figures available. 

Mr. Youna. Mr. Dilweg. 

Mr. Ditwee. Yes, Mr. Chairman, [ want to make one concluding 
remark here, and that is this—that the State Department and other 
executive agencies share the responsibility of this new agreement. 
Being close to the congressional picture, I know very well that no 
chairman or no member of a congressional committee was invited to 
sit in on the meetings leading up to the final agreement or were they 
as a spectator, I would say, or a8 a participant. The result was— 
and I’m sure of this—that, in the implementation of the treaty, Con- 
gress was expected to take the administration’s suggestion in the form 
of the proposed legislation and rubber-stamp it. Your very presence 
here today belies that fact. 

Mr. Youna. Thank you, Mr. Dilweg. 

Mr. Ditwea. Now, there is one other thing, Mr. Chairman. 
From the inception of this organization, much time has been spent on 
the question of security and the matter of the employment of Pana- 
manians and the standards to which those Panamanians should be 
subjected to if they want to qualify for a job in the zone. Letters 
were sent by this organization to various Members of Congress. 
I’m not sure that Members of your committee received such letters. 
With your permission, I’d like to put a copy of that letter in the 
record, together with pertinent material pertaining thereto. 

Mr. Youne. Well, if the letter is pertinent to the matter under 
consideration at this time and, if there is no objection to its being 
entered, we will enter it in the record. 

Mr. Ditwec. Well, I expect that your counsel would pass upon 
that. I will offer the letter and enclosures. 

Mr. Young. All right. 

(The letter and enclosures referred to are as follows:) 

Unirep States Citizens ASsSociIaTION, CANAL ZONR, 
Ba.Boa, C. Z., April 27, 1957. 
MeMBERS, PANAMA CANAL SUBCOMMITTEE, 


Merchant Marine and Fisheries Committee, 
Washington, D. C. 
GENTLEMEN: The eight-hundred-odd members of the United States Citizens’ 
Association respectfully submit herewith the draft of a bill for consideration 
toward enactment into legislation with accompanying remarks. It is felt that 
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it is urgently required in all overseas areas, and especially in this area of the 
Panama Canal Zone. 

The majority of us have been residents here for many years and we have 
watched with interest and alarm the development of conditions that now cause 
us grave concern over the retention of the standards of the United States Federal 
service system and the security of the Panama Canal. We would like to see a 
plan of definite objectives for strengthening this weak link in our Federal service 
system, else in a few years it is believed that the morale of the Federal career 
employee will again be at low tide. As members of the great rank and file of 
career Government employees we are most anxious to keep our outstanding posi- 
tion that is the result of standards that require the best caliber of employees. 

Whether or not it is consistent with our national policy toward other nations 
to require such qualifications, it is felt that an appeal must be made to our con- 
gressional representatives to give weighty consideration to the ideas presented 
herein for the retention and maintenance of the high quality and prestige of our 
United States Federal service and the people employed therein. 

The members of this association are in accord in believing that it is not to the 
best interests of the United States career service to ignore the possible dangers 
and repercussions that will eventually follow as the present policy is spread to 
worldwide proportions. It is essential that our Federal service continue to be 
held in highest regard by other nations and their peoples, as well as our own 
citizens. 

Therefore, it is respectfully requested that consideration be given to a fair and 
impartial procedure upholding the United States Government standards for 
Federal service employment to cover the recruitment of aliens employed in over- 
seas areas—one that will enable our Nation to retain its position of requiring 
superior service and personnel. 

Very respectfully yours, 
J. Winter D. Co..ins, 
President. 





A BILL To amend the civil service rules and regulations to provide for the establishment of provisions to 
require alien employees of agencies of the United States Government in the Canal Zone to conform to 
standard United States security policies and the standards of the United States competitive civil ser- 
vice examining system 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the civil services rules and regulations per- 
taining to character investigation of Federal employees be amended so as to in- 
clude therein aliens appointed to positions in agencies of the United States Govern- 
ment in the Canal Zone; 

That the civil service rules and regulations pertaining to examination and 
appointment of Federal employees be amended to provide that alien personnel 
employed in agencies of the United States Government in the Canal Zone shall 
be subject thereto prior to appointment to positions therein; 

That this Act shall include all future positions to be occupied by alien per- 
sonnel; that it shall apply to and be retroactive to include alien incumbents of 
positions in the Federal service in the Canal Zone who have been employed since 
it became the overall national policy to offer and include aliens overseas equal job 
opportunities without complying with the standards of the United States civil 
service character and competitive examining procedures. 

That the provisions of this Act shall take effect upon the date of enactment, 
or as soon thereafter as is feasible, 


JUSTIFICATION—EXAMINING 


In order to adhere to the intent of the policy long ago established by the intro- 
duction of the Federal service system, and to avoid economic intangible and 
detrimental effects to the United States Government in the Canal Zone, we be- 
lieve that serious and earnest consideration must be given to the following features 
when effecting a change in the provisions of Federal service employment pro- 
cedures in order to include aliens therein: 

1. Maintenance of the traditional policies applicable to employment in the 
United States Federal service system; 

2. Retention of the high prestige in which the United States Federal career 
service is held by other nations by keeping uniformity of the merit svstem ap- 
plicable to aliens and United States citizens alike in all areas; 
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3. Assurance that Government agencies in the Canal Zone may be able to 
develop a comprehensive and clear-cut personnel program to stabilize employment 
conditions—one that will obtain the best qualified alien personnel available with 
particular reference to: 

A. Mental attitudes toward United States ownership and operation of the 
Panama Canal; 

B. Morals of the highest degree (it is believed that official records will 
show that there are many employees on the payrolls now with extensive 
police records) ; 

C. Physical qualifications should be perfect in order to avoid loss of efficient 
performance of duties due to mediocre degree of training and the inability 
of native labor to reach a high peak of efficiency as a result of the debilitative 
effects of tropical climate plus long generations subjected to enervation; 

D. Educational statistics of the Republic of Panama indicate a lack of 
teachers, facilities, and finances with which to furnish more than a small 
percentage of the population with more than formal education above the 
grammar school level; 

E. Experience of alien personnel is very limited due to the economical 
conditions of the Republic and the fact that distribution of finances is limited 
to that class not interested in employment. 

4. Conformity with the manpower planning of long range operations of modern 
government by replacement of United States citizen employees with aliens; 

5. A firm policy governing employment that will eliminate the downgrading 
of ability standards established for employment in the United States Federal 
service in order to accommodate the inclusion of aliens into the merit system; 

6. Accomplishment of the economic advantages desired in foreign areas through 
employment of only the most eligible personne! available of qualifying standards 
that will measure long-range potential as well as the qualifications for an im- 
mediate job; 

7. To recognize fully the responsibilities of Federal employment practices with 
regard to extending United States Federal benefits of a single basic wage scale 
and the Federal retirement system to aliens the world over. 


JUSTIFICATION—NATIONAL SECURITY 


Looking to the future and the expectation that the United States of America 
will continue to own and operate its defense facilities and other governmental 
agencies overseas, it is time serious thought was given to the establishment of a 
definite security plan or program to govern the employment of aliens overseas, 
There is needed now, more than ever, extreme vigilance in the policy of employing 
aliens overseas—a policy that will establish reliability, trustworthiness and com- 
petency in job performance and loyalty to the United States of America consistent 
with the interests of national security. 

We cannot by edict or fiat in Washington control the actions of alien employ- 
ees—we must first and last promote and obtain protection and security through 
United States governmental agencies abroad. Our concern is not with the misuse 
of security measures, instead we are vitally concerned with the lack of security 
procedures which would establish a more conventional and exacting policy 
governing the employment of aliens in the United States Federal service—one 
that will weed out undesirables beforehand and thus eliminate unnecessary 
recruitment expense and the possibilities of subversive opportunities to aliens of 
all nations employed in our Federal service. 

It is a recognized fact that subversive elements are more prevalent today than 
they were 10 years ago when World War II was beginning to fade in the distance. 
This fact is substantiated by the 105 publications mentioned by an esteemed 
State representative on the subject and listed in Extension of Remarks of Hon. 
John J. Sparkman, of Alabama, in the Senate, Monday, January 10, 1956, referring 
to communism and how to combat it. It was during two world wars and transi- 
tion period reaching up to now that the United States expended enormous quanti- 
ties of manpower and capital to establish the United States naval fleet, and the 
present investment our Nation has in foreign areas. 

Just prior to World War I the most expensive of United States foreign invest- 
ments was made in the construction of the Panama Canal. Defense officials 
have long wrangled over just how important is this waterway connecting the 
Atlantic and Pacific oceans. Despite the decisions reached, pro and con, the 
Panama Canal will remain the strategic defense facility that enables the United 
States military and world maritime fleets to maneuver readily and rapidly from 
one ocean to another. Even if it is no longer deemed of vital or prime importance 
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to defense of the Nation, there is still the obvious obligation of the United States 
to render the customary United States standards of maritime service to the mari- 
time world, and to protect the vast investment of the taxpayers of the United 
States of America. 

Aliens of all nations pass through this waterway and are allowed to disembark 
to visit around the ports of entry in both the Canal Zone and Panama’s terminal 
cities. Over the years it is believed that a gradual infiltration of anti-American, 
communistic elements have trickled into this area. 

Much has been said and printed about “security risks’ in the United States 
Federal Service, referring only to the employment of United States citizens. 
Surely aliens are a greater risk than any United States citizen who takes the oath 
of allegiance of unswerving loyalty “to preserve, protect, and defend”’ his Gov- 
ernment. To any alien employee, primarily, such an oath means only his job 
and rightly so. He cannot be expected to feel “all out’”’ allegiance for another 
country, and it is a fatal delusion to think that he does; or that the establishment 
of any nonstrike regulation or affidavit will eradicate his subversive tendencies 
should he be subjected to coercion, influence, or pressure which may cause him 
to act contrary to the best interests of the United States. The United States 
Government cannot afford to be lulled into a state of complacency. Rather it 
must recognize that the activities of Communist or anti-American penetration in 
all areas cannot be ignored under the present world conditions, and especially in 
the Latin American area, which is considered the back door to the United States. 

We cannot speak of prevailing conditions in other areas, but in the Panama 
Canal Zone we American citizens have long been aware of the undercurrent of 
anti-American spirit evidenced in demonstrations in the past 10 years. 

For example: October 1947: Strike of 500 dock workers of the Panama Railroad 
Company; December 1947: Demonstration of Panama University students and 
others over return of United States bases; May Day 1946: Demonstration of 
Anglo-American imperialism, 

However, our primary concern is the protection of the United States investment 
in the Panama Canal—to maintain its efficient operation for the purpose it was 
intended: Our Nation’s defense and service to the maritime industries of the world. 
The valuable installations, pertinent equipment, and facilities that keep this enor- 
mous engineering feat an actuality, requires constant protection and care. With- 
out efficient, loyal attention, there could be no excellent service to world maritime 
fleets. For this reason, and the inherent desires of all loyal United States citizens 
to maintain and protect their national investments, it is believed that it is the 
inescapable destiny of those in our Congress to make certain, as nearly as it is 
possible to do so, that no subversive advantage is allowed in the extension of the 
employment opportunities to aliens in foreign areas, including the Panama Canal 
Zone and in order to comply with the treaty agreements made with any nation. 

It is fully realized that all aliens want, and they are entitled to an improved 
standard of living. Panama has looked to and depended upon the United States 
to aid in the establishment of such a standard for the last half century. That the 
United States has done so is evidenced already in the numerous economic con- 
cessions made to contribute to the financial welfare of the Republic of Panama. 
Intensive economic assistance has been in progress in this respect since 1940 when 
Mr. Nelson Rockefeller entered our Government service as head of an agency 
finally known as the Office of Inter-American Affairs. One of its wartime func- 
tions was to keep the Latin American nations loyal to the Allied cause by a variety 
of means, eoaedine assistance for economic development. 

If this economic trend is to continue in favor of all nations, including the 
Republic of Panama, through equal job opportunities and other Federal Service 
benefits, then it is insisted that no sacrifice of United States standards and prin- 
ciples of security be allowed in so doing. 

Quoted below are a few references which have caused alarm and would tend to 
justify the fears of the United States citizens in the Canal Zone over the security 
of the canal: 

Liberty Magazine, May 1948: Article ‘‘Reads Invade the Panama Canal 
Zone” by Representative J. Parnell Thomas (chairman, of the then House Com- 
mittee on Un-American Activities and member of House Armed Services Com- 
mittee). Referred to infiltration of Communists and their activities in this area. 

The Panama American, exact date unknown, but shortly after May 1948: 
Article replying to that of Representative Thomas in column ‘Interesting If 
True” by Eduardo (Ted Scott), now with the Havana Post, stated: ‘‘Why doesn’t 
Representative Thomas try to find out who is providing the banana with which 
the Russian bear is gorging itself on the very banks of the Panama Canal? On 
his showing in Liberty Magazine, Senor Thomas isn’t even hot * * *.” 
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The Panama American, June 11, 1953: From the Column “Labor News and 
Comments” by Victor Rissel, warns that ‘‘under cover Communist couriers from 
the Soviet have been negotiating with Argentina’s dictator, Juan Peron, for a 
base from which to shoot us in the back * * *,.” 

July 8, 1953, from Prague, a news story of North American Alliance, Inc., 
entitled ‘‘Russ Wants U.S. Out of Panama.”’ According to American diplomatic 
reports: ‘Russia has a ‘master plan’ to drive the United States out of the Panama 
Canal Zone; they are training international Communist ‘experts’ on Latin America 
at an Institute in Prague—to direct local Communist movements, particularly in 
Central America; they believe they have an unparalleled opportunity to drive 
the United States out of the Panama Canal Zone by destroying American eco- 
nomic influences and discrediting the United States lease with Panama for the 
Canal Zone as a ‘vestige of imperialism’; Communist agents are under instructions 
to exploit the present Anglo-Egyptian dispute over the Suez Canal to induce the 
Panama Government to make similar demands for the evacuation of the United 
States from Panama * * *,” 

December 1954, in McCall’s magazine, publiahed in the “If You Ask Me” 
column of Mrs. Eleanor Roosevelt, she was asked: 

Question. The English gave up the Suea Canal. How would you feel 
about the United States giving up the Panama Canal? 

Answer, I have always thought the day might come when the Panama 
Canal, and, in fact, all passageways to which all nations should have access, 
would be placed under U. N. jurisdiction and be internationalized. * * * 

National Republic, June 1952: Article “The Panama Canal Must Remain 
American’”’ by Ira E. Bennett; extended in remarks of Hon. Eugene J. Keogh, of 
New York, March 2, 1953, in House of Representatives; published in Congres- 
sional Record (83d Cong., Ist sess., vol. 99, pt. 9, p. A1006). 

Refers to “open suggestions that the Panama Canal should be internationalized, 
have been made both here and abroad * * * Communist influence at Panama 
was powerful in inducing the General Assembly to reject the treaty with the 
United States whose purpose was to provide better air defense of the canal.” 

(Nore.—This refers, of course, to the fact that in 1947 Panama turned down a 
defense-bases agreement with the United States.) 

“To what extent underground American influences are at work to promote 
transfer of Panama Canal control to the U. N. is, of course, not revealed, but there 
is evidence that such influence is considerable. Otherwise the attitude of certain 
foreign governments cannot be explained * * *.”’ 

Article “‘The Panama Canal—Stop, Look and Listen,” by Arthur Stanley 
Riggs, published in September 9, 1949, issue of the Commonweal, and extended in 
remarks of the Honorable Robert F. Rich, of Pennsylvania, House of Representa- 
tives, Monday, September 26, 1949; published in the Congressional Record (81st 
Cong., Ist sess., vol. 95, pt. 16, Sept. 26, 1949, p. A5867). 

States: “The Communist infiltration in both the Canal Zone and in the Republic 
has succeeded in planting suspicion, fear, even hatred for us, and the natural 
reaction of politicians and flammable masses will make the task of our diplomatic 
representatives thorny, indeed, if we undertake any new enterprise in the 
region’? * * * (refers, of course, to a sea-level canal). 

Chicago press release, dated March 25, 1957, published in the Panama American, 
daily newspaper printed in Panama City, Republic of Panama, headlined: ‘‘Inter- 
nationalization of PanCanal proposed by Representative James Roosevelt,” 
states: 

“James Roosevelt (Democrat, California) last night made a tentative proposal 
that the Panama Canal be placed under international control. 

“The time has come to insist on the internationalization of the Suez Canal, 
Roosevelt said. He said the Panama Canal should be included in the process, if 
need be, to prove this country’s good faith in international affairs and back up an 
American proposal at the Potsdam Conference in 1945 for the international opera- 
tion of all strategic waterways.”’ 

Local press release, March 28, 1957, published in Panama American refers to 
the Panama University summer school’s roundtable conference on international 
canals; quoted, in part: 

“Dr. Octavio Fabrega, prominent Panamanian statesman -who headed the 
delegation which negotiated the 1955 Panama-United States treaty, wound up the 
first phase of the parley by urging the conference not to be satisfied with a mere 
repetition of the classical concepts of international law. 

“Referring to the Panama Canal Treaty of 1903, Dr. Fabrega declared that 
under a proper system of international law agreements in perpetuity should be 
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considered invalid because they are inconsistent with the sovereignty of the 
nation wherein the canal lies. 

“No sovereign nation can have its territory mortgaged in perpetuity, no matter 
how lofty the purpose; the geographic privilege of a nation which allows the 
excavation of an interoceanic canal should be considered as a natural wealth or 
resource of that nation. 

March 1957 issue of American Legion Magazine: Article entitled ‘‘Let’s Look 
at Our Own Canal,”’ by Maurice Ries, warns of attempted ‘‘giveaway”’ of the 
Panama Canal; Communist infiltration in the Latin Americas and negligence of 
United States Government officials to recognize the dangers apparent in this area; 
especially those that relate to ownership, operation and maintenance of the canal. 

Copies of the American Legion Magazine are being mailed under separate cover, 

In addition to the references listed herein, there is great concern among the 
United States citizens in the Canal Zone over the fact that our Government, 
through Mr. Dulles, Secretary of State, supported the British withdrawal from 
the Suez Canal. Our concern is that by so supporting that withdrawal, our own 
Government may have committed itself to a similar withdrawal from the Panama 
Canal at some time in the future. 

Panama did ask for an end to the United States concession over the canal 
during the recent treaty negotiations, asking that the lease be terminated 99 
years from now. Panama also asked that ships transiting the canal fly the 

anamanian flag instead of our Stars and Stripes, which would indicate Panama- 
nian jurisdiction over the waterway. Panama asked that Spanish be acknowl- 
edged as an official language in the Panama Canal Zone; that the courts in the 
Canal Zone which have always been a part of our Federal court system, be revised 
and constituted of “mixed Panama-United States courts.”” These items were 
rejected by the United States, but they definitely show what it is that Panama 
wants and will keep asking for and pressuring for until, perhaps, United States 
control over the Panama Canal is relinquished. 

In addition to these demands, Panama desired ‘‘a clearer definition of United 
States authority, power and control in the Canal Zone.” Not receiving the 
definition which they desired or considered acceptable to them, Panama “‘placed 
on record an express reservation on the jurisdictional, moral and historical posi- 
tion of our Republic * * *”’ and there still remain contrary positions by the 
two Governments. 

Our Government today holds a contrary position to that of Panama. But it 
s clear that there is thinking on this subject in the opposite direction. As long 
as Panama’s objection to ‘‘United States authority, power and control’ over the 
canal is on record, there is always danger that, depending upon individuals who 
are elected or appointed to positions of authority, more liberal interpretation of 
said authority, power and control will be made—to Panama’s benefit and to every 
United States taxpayer’s detriment, as well as to the detriment of the maritime 
industries of the world. 

Mr. Youna. If there are no further questions of Mr. Collins or 
Mr. Dilweg, we thank you very much for your attendance here. 

Mr. Ditwea. Thank you. 

Mr. Youna. We have a request for an appearance for the purpose 
of entering a statement in the record only, of Mr. Houghton, of the 
Canal Zone American Legion. Is Mr. Houghton present? Step 
forward, please, Mr. Houghton. Is it a written—prepared written 
statement? 

Mr. Hovaurton. Yes, sir. 

Mr. Youna. Do you have copies for the members of the committee? 

Mr. Hovauron. I gave them to your counsel, sir. 

Mr. Youna. As I understood it, you just wanted to introduce the 
statement itself or are you going to read the statement? 

Mr. Hovanron. I’d like to read it. 

Mr. Youne. How long is it—how many pages is that, Mr. 
Houghton? 

Mr. Hoveuron. It will probably take about 7 or 8 minutes, I 
believe, sir. 

Mr. Youna. All right, the witness will proceed. 
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STATEMENT OF PHILLIP R. HOUGHTON, MEMBER THE AMERI- 
CAN LEGION, DEPARTMENT OF THE PANAMA CANAL ZONE 


Mr. Hoveuton. Mr. Chairman and members of the committee, 
my name is Phillip R. Houghton. I am a past Pacific district com- 
mander of the American Legion, Department of the Panama Canal 
Zone. I have been asked to present a statement for Mr. Claude E. 
Campbell who is the national executive committeeman of the Ameri- 
can Legion in our department here. I'll proceed with the statement: 

Mr. Chairman and members of the committee, my name is Claude 
EK. Campbell, and I am here today as an authorized representative 
of all Legionnaires of the American Legion, Department of the 
Panama Canal Zone. Our department consists of 8 duly chartered 
American Legion posts, 4 such posts on the Isthmus of Panama; 
1 in San Jose, Costa Rica; another in Guatemala City, Guatemala; 
a third in Aruba, N. W. I.; and 1 in Curacao, N. W.1. This group, 
as such, is a part of the 58,000 posts of the national organization 
known as the American Legion, Inc., with headquarters in Indianap- 
olis, Ind. For the past 3 years I have been a member of the national 
executive committee of the American Legion. 

I am an employee of the Panama Canal Company in the capacity 
of foreman (heavy equipment), and have been employed in this organ- 
ization for the past 28 years. I am not only a veteran of World War II 
but have honorably served my country in World WarlI. Asa veteran 
I have enjoyed the various privileges extended to me and millions of 
others like me through a grateful Congress over the years. These 
privileges cover a wide variety of subjects ranging from educational 
opportunities, health, and housing to survivorship and job protection. 
These benefits, of course, have had a stimulating effect throughout 
the years on all ex-servicemen and members of their immediate families 
by guaranteeing that they would be absorbed in our national economy 
and would thereby become more useful and worthwhile citizens of this 
great Nation of ours. 

Through the years, however, these guarantees granted to all veter- 
ans by representatives of our people were on the statute books but for 
a short period of time when it become noticeable that certain individ- 
uals and organizations in our country, through their representatives 
in Congress, presented bills which would directly or indirectly decrease, 
nulllify, or abridge these guarantees to veterans. 

The national leaders of veterans organizations, and especially our 
own, have been observing these encroaching act ons and have found 
it necessary in a number of instances to have introduced bills of a 
counteracting nature. In effect, such bills stipulate that the rights of 
veterans as guaranteed by law will not be abridged or circumvented. 
These stipulations have often been in the form of riders and/or 
additional sections to pertinent legislation. Notable examples of 
which I am aware are: Section 602, Public Law 763, 83d Congress, 
approved September 1, 1954, which amended section 1310 of the 
Supplemental Appropriation Act, 1952, approved November 1, 
1951, entitled “Whitten amendment’, as amended; and Public Law 
No. 138 (S. 3090) approved July 8, 1955, which provided that any 
authority conferred on administrative officers to interfere or reduce 
personnel shall be exercised in accordance with applicable laws and 
regulations relating to the Civil Service and Veterans’ Preference Acts. 
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Mr. Hoveuron. Mr. Chairman, I’d lke to depart from the 
transcript of the testimony at this point and explain that we would 
like to substitute bill ““H. R. 6708” for the references to “H. R. 1926” 
and “H. R. 4942.”" Any reference that I make will be related to H. R. 
6708. I'll proceed. 

Mr. Chairman, there has been presented in the last session of this 
present Congress a bill identified as H. R. 6708. This is a bill to 
implement a tresty and agreement with the Republic of Panama by 
amending the Classification Act of 1949, as amended. Should this 
bill, as such, in its present form, be enacted into law, we of the Ameri- 
can Legion in all earnestness feel that administrative decisions by 
local officials of Federal agencies in the Canal Zone could shortly use 
such an instrument in their daily operations to the detriment of the 
well-being of veterans. 

Specifically, we believe that this instrument could be used by said 
officials as the sole statutory basis for such actions on their part as: 
Directing downgradings, reductions in compensation and grade, re- 
ductions in force, and denial of appeal rights beyond the head of the 
local agency. 

Therefore, Mr. Chairman, we of the American Legion, Department 
of the Panama Canal Zone, request that your committee consider our 
proposal that H. R. 6708 be amended with the insertion of an addi- 
tional section, namely: 

This act does not and shall not be construed to amend or modify the Veterans’ 
Preference Act of 1944 (Public Law 359, 78th Cong.), as amended. 

In addition to our concern for an added protective reference to the 
Veterans’ Preference Act, we are also concerned with a lack of appro- 
priate provisions within these bills for the safeguarding and security 
of the Panama Canal. 

We are offering further suggestions to remedy this deficiency. 

The Panama Canal department of the American Legion believes 
that the security sensitivity of the various positions traditionally 
held by American citizens cannot be overemphasized. A recent 
survey taken by a local organization indicates that Americans em- 
ployed in a score of categories feel strongly that undivided loyalty to 
the United States of America is a prerequisite if the canal’s best 
interest is to be protected. 

We think that, apart from its military value, the canal is becoming 
more and more a vital factor in our national economic life. Any 
sabotage leading to the closure of this waterway would be of the most 
serious consequence to the United States. We believe that this 
committee should include in its review of this pending legislation a 
comprehensive survey of Company-Government positions and a 
resulting recommendation for retention of only United States citizens 
of undivided and unquestioned loyalty i in positions where incumbency 
might be used against the best interests of the United States. 

I wish to call your attention, Mr. Chairman, to the fact that the 
American Legion at its recent convention at Atlantic City fully 
endorsed several resolutions urging the continuance of the status quo 
of the Panama Canal. 

We are grateful to you and to your committee for this opportunity 
to present the views of the American Legion on this pending egislation. 

Mr. Youne. Thank you very much, Mr. Houghton. We appre- 
ciate your attendance at the committee. The next witness is Mr. 
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James Pfau, president of the Teachers’ Association, No. 228. Is Mr. 
Pfau present? I understand that Mr. Pfau may be engaged in teach- 
ing a class at this time. And, if there are no objections from the com- 
mittee, we will permit him to insert into the record at this time his 
written statement. 

(The following prepared statement was submitted for the record :) 


PREPARED STATEMENT OF MR. JAMES H. Prav, PRESIDENT OF THE AMERICAN 
FEDERATION OF TEACHERS, 228; SPOKESMAN FOR THE AMERICAN FEDERATION 
oF TEACHERS, AND DELEGATE TO THE CANAL ZONE CENTRAL LABOR UNION, 
AFL-CIO 


SALARY SCALE 


The same reasons exist now for basing salaries of teachers in the United States- 
rate Canal Zone schools on the salary scale of the teachers in Washington, D. C. 
that were advanced a few years ago. Years of work by organized labor climaxed 
by a concentrated period of effort between 1947-51 to obtain salary benefits by 
law were met with success. Some of these reasons were: 

1. Salaries of all employees on the Canal Zone have been traditionally based 
upon salaries in some similar positions in the United States, plus a 25 percent 
differential. 'Teachersin Washington, D. C., are the only large group of federally 
employed teachers in positions similar to those of teachers in the Canal Zone 
with whom we can be compared. Factors governing salaries of teachers in the 
Canal Zone are the same as those in Washington, D. C. 

2. Salary scales and increases left to the discretion of the administration place 
the faculty at the disadvantage of not knowing in advance what to expect. Each 
change of administration necessitates new efforts to maintain advantages already 
won and to justify any new ones. 

3. Administrative raises were always obtained only after repeated requests and 
months after other employees whose raises were applied automatically had 
received theirs. 

4. The burden of justifying each increase was placed upon the employee. 
Much time and energy better spent in other endeavors was required before any 
raise was forthcoming. 

5. The uncertainty and frustration with which the teachers viewed their 
salary scale was not conducive to high morale. A stable faculty cannot exist 
without a stable salary scale. 

6. Employees have a right to expect good teachers in the Canal Zone schools. 
In view of the present shortages of teachers in the United States it is not reason- 
able to expect to attract the best teachers here if salaries are low, uncertain, or 
dependent upon a changing administration. 

7. Without a law, which ineludes an instruction to pay, it is not possible to go 
to Congress for additional funds with any certainty that they will be granted. 
Nor can we be sure that succeeding administrations will feel obligated either to 
go before Congress for additional funds, or if they do, will make a concerted 
effort to acquire these funds. 


Mr. Young. Without objection the prepared statement of Mr. 
Riley, AFL-CIO legislative representative, will be imserted in the 
record at this point. 


PREPARED STATEMENT OF GeorceE D. Ritry, Ari—C10 LEGISLATIVE REPRESENT- 
ATIVE, IN SUPPORT OF THE PosITION PRESENTED BY THE CANAL ZONE CEN- 
TRAL Laspor UNION AND Metat Trapes Councit, Art—Cto on H. R. 6708 


Mr. Chairman and members of the committee, the AFL-CIO is pleased to 
support the stand taken by Louis 8. Damiani, legislative representative of the 
Canal Zone Central Labor Union and Metal Trades Council, AFL—CIO, of the 
Panama Canal Zone with respect to H. R. 6708. 

In his remarks to this committee, Mr. Damiani has outlined clearly and in 
detail those portions of the memorandum of understandings which were attached 
to the treaty sufficiently that I need not enter into the details attendant thereto. 
It is our firm belief that the legislation under consideration, as amended and 
reported by the Senate Post Office and Civil Service Committee, fulfills every 
aspect of treaty commitments on the part of the United States: 
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It is the hope of our members in the Canal Zone affiliated to the Central Labor 
Union and Metal Trades Council that the purposes set forth in S. 1850, as amended, 
be reported and legislation be brought to completion. In this position we are 
happy to add the concurrence of the American Federation of Labor and Congress 
of Industrial Organizations. 

Knowing the helpful and prompt manner in which the able staff of your com- 
mittee is always of assistance to the Government employees and the responsiveness 
shown by your committee, I am fully confident that this bill, in its amended form, 
will be reported to the calendar and acted upon during the pppronching session of 
Congress. 


Mr. Youna. That concludes the witnesses to appear before this 
committee and concludes all of those who have made requests to 
appear. 

The Honorable Aquilino E. Boyd, Minister of Foreign Relations of 
the Republic of Panama, has submitted a statement in relationship to 
the provisions of bills H. R. 6708 and S. 1850 which, without objection, 
will be placed in the record at this point. 


PREPARED STATEMENT OF Hon. AquiLtino E. Boyp, MINIsTER oFr FOREIGN 
RELATIONS OF THE REPUBLIC OF PANAMA 


Mr. Chairman, the Ministry of Foreign Relations of the Republic of Panama 
presents its greetings to the Honorable Mr. John Young, chairman of the subecom- 
mittee designated by the Post Office and Civil Service Committee of the 
House of Representatives of the United States of America, at present in 
the Canal Zone in connection with a mission relative to the House bill, 
H. R. 6708, pending now of approval by the said legislative body, by which 
compliance will be given to the labor provisions in the Canal Zone contemplated 
in the agreements signed between our two nations on January 25, 1955. 

The Ministry of Foreign Relations avails itself of this opportunity to express 
that inasmuch as the bill H. R. 6708 provides that the wage practices in the 
Canal Zone shall conform “‘to the principles established by item one of the memo- 
randum of understandings reached between the United States of America and the 
Republic of Panama signed on January 25, 1955,” said bill in general is satisfactory 
to the Ministry as a means of achieving such end. It has been explained to this 
Ministry that in order to enact in the Canal Zone a single wage scale to be applied 
equally and without any discrimination to all Panamanian and North American 
employees, it is necessary to modify existing legislation with the view to excluding 
certain employees from the application of the Classification Act of the United 
States. In view of such explanation, the Ministry finds no objections as to the 
provisions of bill H. R. 6708 directed to such purpose. 

Regarding the first paragraph of bill H. R. 6708, the Ministry would be pleased 
to have the expression in the fourth line on page 1 of said bill, which states are 
“hereby authorized to conform its wage practices, etc. * * *’ modified in order 
to state that such agencies are not only authorized but also “directed” to conform 
their wage practices to the principles of the memorandum of understandings 
above referred to. This Ministry is of the opinion that the addition of the words 
“and directed” or any other similar expression indicating a mandate and not a 
mere authorization, is convenient to fix once and for all in the law the obligatory 
nature of said principles, thus eliminating possible future discussions which might 
result from the discretional exercise of an authorization. The Ministry trusts 
that, even if the bill should retain its present language of mere authorization, such 
principles shall in practice be complied with in view of the good faith which is to 
be presumed on the part of both countries to carry out the agreement; but the 
Ministry deems it convenient to the best relations between the two countries, the 
adoption of the mandatory language referred to, and it is for this reason that this 
recommendation is respectfully suggested. 

The aforementioned amendment is all the more justifiable when it is observed 
that in article 4 of said bill, containing provisions regarding wages in favor of 
North American employees in the Canal Zone, the words used are mandatory and 
not a mere authorization. 


Mr. Youna. Testimony received here and in Washington indicates 
that there is some confusion as to the intent and purpose of the 
provisions of bills H. R. 6708 and S. 1850. 
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The subcommittee is fortunate in having available to it three well- 
informed and able advisers on the matters involved. I call on them 
at this time to give us a brief explanation of the provisions and the 
intended procedures to be followed in their administration. 

Mr. Sompayrac, of the Department of Defense, will discuss the 
salary provisions, 

Mr. Sompayrac. Mr. Chairman, my name is Edward A. Sompayrac. 
I am an employee of the Office of the Assistant Secretary of Defense 
(M. P. and R.) and I have been detailed as an adviser to this sub- 
committee. 

Some background information on the problem may be helpful. 

In an exchange of notes dated March 2, 1936, ancillary to the 1936 
general treaty with Panama, it was stated that the United States: 
Will favor the maintenance, enforcement, or enactment of such provisions, 
consistent with the efficient operation and maintenance of the canal and its 
auxiliary works and their effective protection and sanitation, as will assure to 
Panamanian citizens employed by the canal or the railroad equality of treatment 
with employees who are citizens of the United States of America. 

Although there was no question of the applicability of this provision 
to the Canal Zone Government and the Panama Canal Company it 
was generally interpreted as not applying to other Federal agencies 
in the zone. 

Consequently the Department of Defense felt under no obligation 
to comply. The same policy in regard to the fixing of compensation 
for non-United States citizen direct hire employees in foreign areas 
as is applied elsewhere, has been applied by the military departments 
in the Canal Zone. This involves a dual wage system. 


PRESENT DEPARTMENT OF DEFENSE PAY PLAN 


All positions of the military departments in the Canal Zone are 
classified , that is, assigned an appropriate title and gradeorlevel, regard- 
less of citizenship of the incumbent. However a separate schedule 
of wages, based on consideration of local prevailing rates has been 
established for the non-United States citizen employees. Thus a 
United States citizen employee in a position subject to the Classifica- 
tion Act of 1949 receives the statutory rate for the position and in 
addition the 25 percent differential which by law may be paid in the 
Canal Zone. The non-United States citizen employee in an identical 
position receives a considerably lower rate. 


PRESENT CANAL ZONE GOVERNMENT AND COMPANY PAY PLAN 


The Canal Zone Government and the Panama Canal Company 
use a single pay plan in compliance with the requirement of the note 
ancillary to the treaty of 1936. This plan, although in compliance 
with the treaty, differs from the plan proposed to be installed if the 
legislation before your committee is enacted. 

Briefly, it provides that the rates of pay for certain classes of posi- 
tions are based on United States rates and that others are fixed in 
consideration of local rates. 

Those classes of positions for which it has been necessary and 
desirable to employ United States citizens, carry United States rates 
of pay. Those for which non-United States citizens are mainly em- 
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ployed carry local rates. Some non-United States citizens are em- 
ployed in positions carrying United States rates and therefore they 
do receive the United States rates. Of course they do not receive the 
overseas differential. Conversely there is a small number of United 
States citizens who occupy local rate positions and they are paid at 
local rates. 

Although this is a “single wage plan’’ it does result in some classes 
of positions being paid at local rates while others which would properly 
be classified at lower grades or levels, because of lower skill require- 
ments, are paid at higher United States rates. 


PROVISIONS OF THE MEMORANDUM OF UNDERSTANDINGS 


Both of these plans are objectionable to the Panamanian Govern- 
ment and the ‘‘Memorandum of Understandings Reached” attendant 
to the 1955 treaty contained the following language: 


1. Legislation will be sought which will authorize each agency of the United 
States Government in the Canal Zone to conform its existing wage practices in 
the zone to the following principles: 

(a) The basie wage for any given grade level will be the same for any em- 
ployee eligible for appointment to the position without regard to whether he 
is a citizen of the United States or of the Republic of Panama. 

(b) In the case of an employee who is a citizen of the United States, there 
may be added to the base pay an increment representing an overseas differ- 
ential plus an allowance for those elements, such as taxes, which operate to 
reduce the disposable income of such an employee as compared with an em- 
ployee who is a resident of the area. 

(c) The employee who is a citizen of the United States will also be eligible 
for greater annual leave benefits and travel allowances because of the neces- 
sity for periodic vacations in the United States for recuperation purposes 
and to maintain contact with the employee’s home environment. 

Legislation will be sought to make the Civil! Service Retirement Act uniformly 
applicable to citizens of the United States and of the Republie of Panama em- 
ployed by the Government of the United States in the Canal Zone. 

The United States will afford equality of opportunity to citizens of Panama for 
employment in all United States Government positions in the Canal Zone for 
which they are qualified and in which the employment of United States citizens 
is not required, in the judgment of the United States, for security reasons. 

The agencies of the United States Government will evaluate, classify, and title 
all positions in the Canal Zone without regard to the nationality of the incumbent 
or proposed incumbent. 

Citizens of Panama will be afforded opportunity to participate in such training 
programs as may be conducted for employees by United States agencies in the 
Canal Zone. 

PROPOSED PAY PLAN 


The plan which it is proposed to adopt, if H. R. 6708 is enacted, was 
developed jointly by the Canal Zone Government, Panama Canal 
Company, and the military departments. 

The Secretaries of the military departments are authorized to 
administer the wage-fixing programs for all positions in their depart- 
ments except those for which the rates are fixed by statute. 

The Secretary of the Army has been designated by Presidential letter 
as sole “stockholder” of the Panama Canal Company and by Execu- 
tive Order 10595 as the officer of the United States to supervise the 
the administration of the Canal Zone Government by the Governor of 
the Canal Zone. In his capacity as ‘‘stockholder,” the Secretary of the 
Army has designated Assistant Secretary of the Army George H. 
Roderick as Chairman of the Board of Directors, Panama Canal Com- 
pany, and, in addition, has delegated supervision of the Canal Zone 
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Government to Secretary Roderick. Wage rates for the Canal Zone 
Government are fixed by the Governor subject to the approval of 
Secretary Roderick. Wage rates for the Panama Canal Company 
are fixed by the Governor (who is also President, Panama Canal 
Company) subject to the approval of the Board of Directors of which 
Secretary Roderick is Chairman. 

Thus, there are many parties with a major interest in the wage 
program for the Canal Zone. In recognition of the coordination 
problem, the former Secretary of Defense, Mr. Wilson, delegated to 
Secretary Roderick responsibility for developing an appropriate plan 
for the military departments. Secretary Roderick already possessed 
authority for deve ‘loping the plan for the Canal Zone Government and 
the Panama Canal Company, thus authority was centered in one 
official to act for all agencies. 

Representative of all interested agencies working under Secretary 
Roderick developed the proposed plan. 

The proposed single wage plan was described and explained by Mr. 

Edward A. Doolin, Director of Personnel for the Government and 
Company in his appearance before your subcommittee on Saturday 
June 22,1957. His excellent presentation, complete with explanatory 
charts is printed in the report of that hearing. 

The plan may be briefly described as follows: 

All positions of the type normally covered by the Classification Act 
of 1949 as amended will be classified in accordance with the standards 
of that act. Positions in grades equivalent to grades GS-1, GS-2, 
and GS-3 will have their rates fixed in consideration of local prevailing 

rates. The basic rate will be the rate thus determined and will be the 

rate payable to non-United States citizens. These rates will be in- 
creased by the tax factor and the rate so derived will be increased by 
the overseas differential of 25 percent to determine the rates for 
United States citizen employees. 

Positions in grades equivalent to grades GS-4 and above will have 
their rates fixed in accordance with the statutory rates of the Classifica- 
tion Act of 1949 as amended. The rates for non-United States 
citizens will be derived by reducing the basic rate of the Classification 
Act by the tax factor. The rates for United States citizens will be 
derived by increasing the Classification Act rates by the overseas 
differential of 25 percent. 

The rates for wage board, or blue-collar positions will be derived in 
a similar manner. All positions will be alined, that is, assigned an 
appropriate title and level in accordance with the alinement plan now 
in use by the Department of the Navy for such positions, 

The rates for positions up to the equivalent of the journeyman-skill 
level, or level 11 in the Navy plan, will be fixed in consideration of 
local rates for similar works. The rates so derived will be payable to 
non-United States citizens. These rates will be increased by the tax 
factor and the 25 percent overseas differential to arrive at rates to be 
paid to United States citizen employees. 

The rates for positions at higher levels will be based on an average 
of rates paid by the De ‘partment of the Navy at the nine shipyards 
inside the United States. These rates will be reduced by the tax 
factor to arrive at the rates to be paid non-United States citizen 
employees. They will be increased by the 25-percent overseas differ- 
ential to determine rates payable to United States citizen employees. 
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REASON FOR DETERMINING GRADES OR LEVELS TO BE PAID AT LOCAL 
RATES AND AT UNITED STATES RATES 


The grades or levels below which rates will be fixed in consideration 
of local rates and above which they will be based on United States 
rates were determined after a careful analysis of the employment 
situation in the Canal Zone area. 

Requirements for positions, exclusive of security positions, can be 
met through local recruitment for those positions the rates for which 
will be fixed in consideration of local prevailing rates. 

Requirements for positions at grades or levels for which rates will 
be based on United States rates must be met, at least in part, by 
recruitment from the United States. 

Under the proposed plan, rates to be fixed will be competitive with 
those of the areas from which employees must be recruited. 


SECURITY POSITIONS 


The memorandum of understandings provides: 

The United States will afford equality of opportunity to citizens of Panama for 
employment in all United States Government positions in the Canal Zone for 
which they are qualified and in which the employment of United States citizens 
is not required, in the judgment of the United States, for security reasons. 

Obviously there are some positions in which the employment of 
United States citizens will be required for security reasons, and some 
of these positions will be at grades or levels which would ordinarily 
fall on that portion of the schedule which will be fixed in consideration 
of local rates. To permit the establishment of rates which will per- 
mit recruitment of United States citizens from the United States it will 
be necessary to base the rates for such security positions on United 
States rates. The memorandum permits this. 

To give true effect to the spirit of the memorandum the number of 
such positions should be kept to a minimum. 

Actual requirements for security positions may be expected to vary 
depending on a number of factors. Therefore we do not believe that 
any fixed minimum number should be established as was proposed by 
the Senate Post Office and Civil Service Committee in its Report No. 
774 of July 31, 1957, on Senate bill 1850. Governor Potter spoke of 
this matter when he testified before your subcommittee. 


THE TAX FACTOR 


Item 1 (b) of the memorandum quoted above provides that there 
may be added to the base pay of a United States citizen employee, an 
increment representing an overseas differential plus an allowance for 
those elements, such as taxes, which operate to reduce the disposable 
income of such an employee as compared with an employee who is a 
resident of the area. 

The basic wage for any given grade level is to be the rate for non- 
United States citizen employees. A table of tax differential factors 
has been developed based on an average-size family in the Canal Zone. 

The United States citizen employee pays a higher income tax than 
does the citizen of Panama receiving the same rate of pay. Thus the 
tax factor is an amount equivalent to the excess of the income tax 
which the typical United States citizen normally would expect to pay 


IMPLEMENTING A TREATY WITH REPUBLIC OF PANAMA 233 


the United States Government on his base salary or wage plus the 
overseas differential, over the amount of the income tax the typical 
Panamanian citizen employee would normally pay to the Panamanian 
Government on his base salary or wage. The tax for United States 
citizens is computed on the basis of a family of four, using the stand- 
ard 10-percent deduction and joint-return computation. The Pan- 
amanian tax is computed on the basis of the “family” tax, disregard- 
ing the bachelor tax, and by applying the deductions authorized for 
two minors. 
THE GRANDFATHER CLAUSE 


The proposed legislation provides that any employee whose rate of 
pay under the proposed plan would be lower than his current rate 
would retain his current rate as a personal rate of pay so long as he 
remains in the same position or one of equal or higher grade, or until 
the rate for the job he holds catches up with his personal rate of pay. 

This will insure that no employee will receive a loss of pay as a 
result of application of the new plan and it will affect both United 
States and Panamanian citizens. Such a freezing of the pay rates of 
incumbents that would otherwise be affected by application of a new 
pay plan is a customary wage practice used by both private industry 
and by Congress in appropriate cases. 


COST 


Current estimates of cost of application of the proposed pay plan 
for the first year is approximately $240,000 for the Government and 
the Canal Company and approximately $1 million for the military 
departments. More recent estimates will be available when hearings 
are held in the Canal Zone. 

These costs will result largely from increasing the rates of pay of 
those non-United States citizens whose positions will be evaluated to 
grades or levels the rates for which will be based on rates within the 
United States. 

The greater increase for the military departments are cuased by 
the fact that more non-United States citizens have been appointed to 
higher skill level positions. 


ADMINISTRATION 


The plan described was developed through joint efforts of the major 
interested agencies in the zone. Cooperation has been excellent. It 
is planned to continue this cooperative effort. To this end there has 
been established a Joint Coordinating Board consisting of a represent- 
ative of the Canal Zone Government and the Panama Canal Com- 
pany and of each of the military departments. The chairmanship 
will rotate between the Governor and the commander in chief, 
Caribbean Command. 

This Board will be responsible for making recommendations for 
wage and salary adjustments and will coordinate all matters relating 
to the personnel and pay features of the memorandum of under- 
standings. 

Mr. Youna. Thank you, Mr. Sompayrac. I now call on Mr. Rud- 
dock of the United States Civil Service Commission for a statement 
on the retirement provision of the bill. 
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STATEMENT OF ANDREW E. RUDDOCK, CHIEF, RETIREMENT 
DIVISION, CIVIL SERVICE COMMISSION 


PRESENT COVERAGE 


Mr. Ruppocx. Mr. Chairman, non-United States citizen employees 
of the Panama Canal Company and the Canal Zone Government are 
presently subject to the Cash ReliefAct. This act is a noncontributory 
retirement system which pays monthly benefits to needy employees 
who become disabled after 10 or more years of service. The monthly 
benefit is $1.50 for each year of service, but may not exceed $45 a 
month, and may be reduced or discontinued depending upon the actual 
need of the former employee. 

The Civil Service Retirement Act excludes from its coverage 
“* * * any employee of the Government subject to another retire- 
ment system for Government employees.” If the Cash Relief Act is 
repealed, or is otherwise made inapplicable to current employees, 
such employees will automatically come under the Civil Service 
Retirement Act. 


EFFECT OF CITIZENSHIP ON RETIREMENT COVERAGE 


The Civil Service Retirement Act does not exclude non-United 
States citizens from its coverage. In fact, in the Panama Canal Zone, 
the non-United States citizen employees of the Army, Navy, Air 
Force, and so forth (all agencies except the Panama Canal Company 
and Canal Zone Government) are currently subject to the Retirement 
Act unless their employment is temporary or intermittent. 


H. R. 6708 


Paragraph 6 of this bill, beginning on page 3, line 10, would repeal 
the Cash Relief Act of July 8, 1937, as amended, so far as future 
coverage is concerned. The act would be continued only for the 
purpose of paying benefits to those who are already retired under 
its terms. The effect of this repeal would be to bring all employees 
under the Civil Service Retirement Act, unless their employment is 
temporary or intermittent. 

This provision, if enacted, would satisfy fully the commitment of 
the United States, in the memorandum of understandings signed 
January 25, 1955, which reads: 

Legislation will be sought to make the Civil Service Retirement Act uniformly 


applicable to citizens of the United States and of the Republic of Panama em- 
ployed by the Government of the United States in the Canal Zone. 


ADVANTAGES OF THE CIVIL SERVICE RETIREMENT ACT OVER THE CASH 
RELIEF ACT 


The Civil Service Retirement Act provides retirement annuity 
limited only to 80 percent of the 5-year-average annual salary of 
the employee. Retirement benefits would be roughly double the 
rates provided for these employees by the Cash Re lief Act. In addi- 
tion, the Retirement Act permits optional retirement, provides sur- 
vivorship benefits, and vests annuity title after 5 years of service. 
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The Civil Service Retirement Act formula under which the annuities 
of most affected employees would be ongantiees is: 1 percent of average 
salary, plus $25, multiplied by years of service 


CREDIT FOR PAST SERVICE 


If H. R. 6708 is enacted as written, employees brought under the 
Civil Service Retirement Act will receive credit for all past service in 
the employ of the United States. This is the uniform practice when- 
ever Retirement Act coverage is extended to any group. 

Each affected employee may, as his option, pay into the retirement 
fund the equivalent of retirement deductions to cover his past service, 
with interest. Failure to make this optional payment does not affect 
credit for the service—the only penalty for nonpayment is a reduc- 
tion in annuity equal to 10 percent of the amount due the fund. 


COST OF EXTENDING RETIREMENT ACT COVERAGE TO THESE EMPLOYEES 


It is estimated that almost 10,000 employees with an annual payroll 
of about $15,500,000, would be brought under the Retirement Act by 
enactment of H. R. 6708. This action would result in the following 
estimated costs: 

The employees would pay into the retirement fund, by payroll 
deductions, about $1 million a year 

2. The Company/Government would pay about $1 million a year 
to match the retirement deductions of the affected employees. 

Items 1 and 2 combined are roughly the equivalent of the cost of 
retirement benefits for the future service of the employees. In addi- 
tion we have: 

3. An increase of about $30 million in the retirement fund deficiency, 
representing the cost of retirement benefits for the creditable past 
service of the affected employees. It is estimated that approximately 
$30 million is the amount which, if now invested at 3 percent interest, 
would be sufficient to pay all future benefits attributable to service 
performed prior to coverage under the Retirement Act. Since this 
amount will not be made available to the fund at this time, the existing 
retirement fund deficiency of about $18 billion will be increased by 
this item of $30 million. 


CAN THESE ESTIMATED COSTS BE REDUCED 


The employee cost of $1 million a year, and the Company/Govern- 
ment cost of a like amount are fixed by the Retirement Act itself, and 
will not change so long as the payroll totals about $15,500,000 a year. 
The estimated deficiency item of $30 million representing cost of 
benefits for past service can be eliminated if H. R. 6708 is amended so 
as to deny credit for past service. It can be reduced if some formula 
for calculating benefits which is less liberal than the Retirement Act 
formula is provided. 

There is, however, a real question whether any amendment to 
deny or reduce the benefits attributable to past service would be 
consistent with the commitment of the United States to seek legislation 
to make the Civil Service Retirement Act ‘“‘uniformly” applicable to 
the Panamanian citizens. Numerous groups of employees have been 
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brought under the Retirement Act in the past. In no instance has 
there been any denial or diminution of credit for past service. 

Mr. Youne. Thank you, Mr. Ruddock, for your excellent statement. 
Mr. Wolfsperger, will you give the subcommittee a general statement 
of the equal-opportunity provisions of the treaty agreement. 


STATEMENT OF ELLSWORTH WOLFSPERGER, CHIEF OF THE OVER- 
SEAS AFFAIRS DIVISION, OFFICE OF CIVILIAN PERSONNEL, 
DEPARTMENT OF THE ARMY 


Mr. Wo.trsrercer. Mr. Chairman and members of the subcom- 
mittee, my name is Ellsworth Wolfsperger. I am Chief of the Over- 
seas Affairs Division, Office of Civilian Personnel, Department of the 
Army, and I have been detached as an adviser to this subcommittee. 

I will supplement the remarks made by Mr. Sompayrac on the plans 
for implementation of our treaty commitments with the Republic of 
Panama by describing briefly the plan to establish a Canal Zone merit 
system. I am happy to report that through the cooperative efforts, 
over the past several months, of the representatives of the Panama 
Canal Company-Government, representatives of each of the three 
military departments, both their headquarters and their commands 
in the Canal Zone, and representatives of the Civil Service Commission 
significant steps have been taken toward the establishment of a Canal 
Zone merit system. The objective sought is to establish for all Fed- 
eral agencies in the zone an effective system based on merit alone for 
the recruitment of qualified civilian personnel which will demonstrate 
and insure full and equal opportunity to all resident in this area 
whether they be citizens of the United States or not. This aspect of 
the personnel program will be under the local leadership of a joint 
personnel policy coordinating board and it is the current intention 
that the operation of the recruitment, examining and certification of 
applicants for appointment will be performed by a central employ- 
ment office under the direction of the joint board. 

The Canal Zone merit system will be tailored to meet the needs of 
the Federal agencies in the Canal Zone but, although separate from 
the civil service system applying to most Federal agencies and depart- 
ments in the United States, will be under the Federal Civil Service 
Act and consequently will be under the general jurisdiction of the 
United States Civil Service Commission. An essential feature of the 
Canal Zone merit system is that it will be so organized and conducted 
that status acquired by the United States citizen employee in the 
Canal Zone merit system will be, on his return to the United States, 
interchangeable with status in the competitive Federal civil service 
system, 

It is my understanding that, at the initiative of the Civil Service 
Commission, an executive order is now in the process of preparation 
which would enable the Civil Service Commission to approve the 
establishment of this separate merit system for the Canal Zone. 

It is the view that establishment and implementation of the Canal 
Zone merit system must await passage by the Congress of legislation 
containing authorities such as those described in H. R. 6708. 

Mr. Youne. Thank you, Mr. Wolfsperger. 

Before closing, the chairman would like to state, on behalf of him- 
self and of the entire committee and the counsel and the staff again 
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that we are deeply impressed and that we are deeply appreciative of 
the grand interest shown here in the Canal Zone in these matters 
under investigation and under consideration by the committee. I 
know of the tremendous burdens and sacrifices, in the nature of time 
spent away from the District, that the members of my subcommittee 
have made in coming here. I know that the reception that the people 
have demonstrated here, the interests that they have shown in these 
vital matters are in themselves adequate compensation for the 
sacrifices that these members have made in coming down here to the 
canal and conducting these hearings. 

I want to compliment all of the officials responsible for this fine 
hearing setting, which is here in the Balboa Theater—I’m saying 
that for the record. I want to compliment all of the individual 
citizens in this rather vast audience who have appeared here and 
have demonstrated their interests in these matters before the com- 
mittee. 

I have received a supplemental statement from Mr. W. E. Potter, 
President, Panama Canal Company, which, without objection, will 
be inserted in the record. 

(The statement referred to follows:) 





SUPPLEMENTARY STATEMENT OF W. E. Porter, PRESIDENT, PANAMA CANAL 
ComPANyY, oN H. R. 6708 


Supplementing my appearance before the subcommittee on November 25, 1957, 
and the statement filed at that time as Governor of the Canal Zone and President 
of the Panama Canal Company, there is submitted on behalf of the Panama Canal 
Company the following statement in opposition to the amendment of H. R. 6708 
proposed by the Panama Canal Pilots Association through their counsel, William 
s. Tyson, in his appearance before the subcommittee on November 26, 1957. 

The proposal of the Canal Zone Pilots Association is to amend the language of 
section 202 (21) of the Classification Act of 1949 as presently included in H. R. 
6708 by adding thereto a new proviso. It would change the language beginning 
at page 2, line 11, to amend paragraph (21) by striking the period and quotation 
marks at the end of the sentence and by inserting after the word ‘‘zone’’ a comma 
and the following language: ‘provided that the compensation of Panama Canal 
pilots shall be fixed and adjusted from time to time in accordance with prevailing 
pay rates and practices in the maritime industry.” 

The effect of such proposed new proviso would be to establish a new, mandatory 
requirement that compensation of Panama Canal pilots be fixed and adjusted 
from time to time “in accordance with prevailing pay rates and practices in the 
maritime industry.’’ The statement submitted by counsel for the Canal Zone 
Pilots Association on November 26, 1957, in support of such proposed amend- 
ment states in part as follows: 

““* * * In view of the plain intent of Congress, rulings of authoritative govern- 
mental agencies and the recalcitrance of the Company [Panama Canal Company], 
it is highly desirable that this subcommittee take action which will reaffirm and 
clarify for the Company and the courts the intention of the Congress to have 
section 202 (8) apply to Panama Canal pilots.” 

Thus, the statement implies (1) that section 202 (8) of the Classification Act of 
1949 (5 U. 8. C. 1082) presently requires the Panama Canal Company to fix 
Panama Canal pilots’ compensation in accordance with maritime rates and prac- 
tices; and (2) that the proviso proposed by the Pilots Association for addition to 
proposed paragraph 21 of section 202 of the Classification Act is necessary to 
“‘reaffirm and clarify” the applicability to the pilots of the maritime-rates-and- 
practices formula provided by said section 202 (8). 

Neither implication is correct. First, section 202 (8) of the Classification Act 
is not applicable to Panama Canal pilots. As indicated by counsel for the Pilots 
Association, the question as to its applicability is presently in litigation. How- 
ever, counsel for the association failed to disclose to the subcommittee that the 
Canal Zone district judge announced from the bench following the conclusion of 
oral argument on October 23, 1957, his intention of ruling that section 202 (8) does 
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not apply to Panama Canal Company pilots for the reason that such pilots are 
expressly excluded from the coverage thereof by section 202 (20), which expressly 
excludes emplovees of the Panama Canal Company from the Classification Act, 
and that, even if they were not excluded by section 202 (20), it would be doubtful 
that they could qualify as ‘‘officers or members of crews of vessels’? within the 
meaning of section 202 (8). The court’s written decision is expected in the first 
part of December 1957. 

Second, the plain terms of H. R. 6708 make it abundantly clear that the bill 
would not affect any existing right plaintiffs might be able to establish under the 
provisions of section 202 (8) by appealing the forthcoming decision of the judge of 
the Canal Zone district court. H. R. 6708 would not alter or amend either sec- 
tion 202 (8) or section 202 (20) of the Classification Act. The Civil Service 
Commission, in a letter of August 9, 1957, to the chairman of the Senate Com- 
mittee on Post Office and Civil Service, and the Comptroller General, in a letter of 
August 19, 1957, to the chairman of the Senate Committee on Post Office and 
Civil Service, both indicated their views that H. R. 6708 would not affect any 
existing rights under section 202 (8). 

The conclusion, therefore, seems unavoidable that the proviso proposed by the 
Panama Canal Pilots Association to be added to proposed section 202 (21) of the 
Classification Act of 1949 is in reality a request for new substantive legislation that 
would establish such pilots as entitled to having their rates of pay fixed manda- 
torily in accordance with maritime rates and practices, although it is disguised as 
a request for “clarification” of an asserted existing right under section 202 (8). 
Even if Panama Canal pilots had an existing right under section 202 (8), it is 
wholly clear that nothing in the present language of H. R. 6708 would disturb or 
affect such right. 

Consistently with the subcommittee’s indications that it would not consider 
independent substantive legislative proposals in the course of considering treaty- 
implementing legislation, and that it would confine its inquiry in the course of 
considering treaty-implementing legislation to those items necessary to implement 
the treaty and to preserve existing rights and benefits to employees insofar as 
that may be done consistently with the purposes of the treaty, it is respectfully 
submitted that the proposed amendment offered by the Panama Canal Pilots 
Association is not properly for consideration at this time. The Panama Canal 
Company very strongly considers that the proposal is not justified on the merits, 
but will not elaborate its position here on the assumption that the committee 
will not consider what is essentially an independent substantive legislative pro- 
posal in the course of its consideration of H. R. 6708, a treaty-implementation 
bill. If such proposal were to be considered, this office would, of course, desire 
full opportunity to present its views on the merits. To remark in passing on 
only one of the objections to the proposed amendment, it is noted that the Pilots 
Association proposal would drop the provision contained in section 202 (8) that 
maritime rates and practices be applied subject to the limitation that they be 
“consistent with the public interest.” 

It is desired to obeserve further that the Canal Zone district judge expressed 
the view that the rulings of the Civil Service Commission and of the Comptroller 
General, upon which counsel for the pilots places reliance, were in error. The 
arguments presented in the statement submitted by counsel for the pilots on 
November 26 represent little more than a repetition of the arguments that were 
urged unsuccessfully by him in the Canal Zone district court. 

For the foregoing reasons, the Panama Canal Company strongly urges that the 
proviso proposed for addition to H. R. 6708 by the Panama Canal Pilots Asso- 
ciation be rejected. 

Mr. Youna. With that then, the committee does conclude its 
hearing here in the Panama Canal Zone. And, we want to say that 
we have had a most enjoyable stay here with you. Thank you very 
much. 

(Whereupon, at 1:28 p. m., the committee was adjourned, subject 
to call of the Chair.) 
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